This Month 


THE CASE HISTORY OF GENERAL FOODS’ 
COMPANY CONTROLLERS’ CONFERENCE 


By WAYNE C. MARKS 


COMPARATIVE TAX ADVANTAGES OF CORPORATIONS, 


PARTNERSHIPS AND SINGLE PROPRIETORSHIPS 
By Dr. J. H. LANDMAN 


TAX IMPLICATIONS OF PROPOSED SOCIAL 
SECURITY PROGRAMS 


By THomMas L. EvANs 


“REPAIR OR REPLACE” INSURANCE 
By MARSHALL B. DALTON 


CONTROLLING LABOR COSTS THROUGH 
PERSONNEL BUDGETING 


By F. D. WALLACE 


TWELVE RULES FOR “TEAMWORK” 


By COLONEL JOHN R. HOWLAND 








If you did the sewing... 


You'd be sure to get the world’s No. 1 
sewing machine. 

But then—to ease the work of the 
person who does the sewing in your 
home—you undoubtedly have provided 


her with the best! 


You'd be sure to get the If orld’s No, 1 
Typewriter, 

Perhaps you've already made sure 
that your secretarial staff has Royals— 
the most efficient typewriters ever de- 


signed! 











Royals click with everyone! 


Popularity! A national survey shows that Royal is the favor- 
ite typewriter among secretaries and typists. Preferred—2 to 
] over any other typewriter! Your typists will do more work, 
better work on machines they prefer to use! 

Royal efficiency! There are work-saving, time-saving fea- 
tures on a Royal not found on any other typewriter! Meaning 

higher production per machine! 

Royal durability! These typewriters are really sturdy. Royals 
stand up... spend more time on the job, less time out for 
repairs. With Royal, you get the maximum return for your 


typew riter investment! 


ROYAL—Worid’s No. 1 Typewriter 
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CASE HISTORY No. 4701 





Clerical Work Cut in Half with 
Ditto One-Writing Order-Billing System 


at CINCINNATI ineaiviedie INC. 
An acute back-order problem prompted Cincinnati 
Industries to adopt the latest Ditto Direct Process 
One-Writing Order-Invoice-Production Order plan. 
Besides saving 50% of the clerical work formerly in- 
volved—avoiding entirely the rewriting of repetitive 
order data—it provides much greater production detail 
and assures absolute accuracy. 

Regardless of your type of operation, you will find 
the Case History describing this system interesting 
and instructive. Ditto will work for you, as it does for 
thousands of others. Ditto’s flexibility will help you 
operate more efficiently, provide greater control over 
your operations and reduce paper work to a minimum. 


( A request on your letterhead will bring you a copy of 
Report No. 4701 immediately—and without obligation. 





DITTO, INC., 2214 W. Harrison St., Chicago 12, Illinois 
In Canada: Ditto of Canada, Ltd., Toronto, Ontario 


Production * Payroll * Purchasing * Order Billing 


DITTO zz... 


TRADE MARK REG, U, S, PAT, OFF, 














Forthcoming 
Regional 


Conferences 


Controllers 


Institute 


of 


America 


SOUTHERN: 


New Orleans 
January 23-24 


Sponsored by 
New Orleans Contygl 


EASTERN: 
Atlantic City 
April 4-6 


Sponsored bj 
Philadelphia Control 


MID-WESTERN: 
Presently Scheduled 
for May, 1948 


Sponsored by 


Twin Cities Control 


PACIFIC COAST: 
Seattle 
June 11 


Sponsored by 
Seattle Control 
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DATES AHEAD 


All dates are listed as scheduled at time | 


of publication of this issue. Subsequent 
changes may be made. 


Meeting Dates of Controls 


January, 1948 

January 6—Buffalo, Chattanooga, Twin 
Cities 

January 7—Bridgeport (at New Haven) 

January 8—Birmingham, Dayton, Hart- 


ford, New York City, Philadelphia, | 


Quad Cities, Toledo 
January 12—Kansas City 


January 13—Boston, Cincinnati, Cleve- | 


land, Milwaukee, Springfield 


January 14—Baltimore, Western Michi- | 


gan 


January 15—Los Angeles, San Francisco | 


January 16—Portland 

January 19—Pittsburgh 

January 20—Syracuse 

January 22—Indianapolis 

January 27—Atlanta, Detroit, District 
of Columbia, Houston, St. Louis 


January 28—Chicago, Louisville, Roch- | 


ester 
January 29—Seattle 


Because of the Southern Conference, on 
January 23-24, at New Orleans, there will 
be no separate meetings of the Dallas and 
New Orleans Controls for January. 


February, 1948 


February 3—Buffalo, Chattanooga, 
Twin Cities 

February 4—Bridgeport 

February 5S—Birmingham, Hartford, 


Philadelphia, Quad Cities 

February 9—Kansas City 

February 10—Boston, Cincinnati, Mil- 
waukee, Springfield 


February 11—Baltimore, Western Mich- | 


igan 
February 12—Dayton, Toledo 
February 16—Pittsburgh 
February 17—New Orleans, Syracuse 


February 19—Los Angeles, New York | 


City, San Francisco 
February 20—Portland 


February 24—Atlanta, Dallas, Detroit, | 
District of Columbia, Houston, St. | 


Louis Lge 
February 25—Chicago, Louisville, Roch- 


ester ; ; 
February 26—Indianapolis, Seattle 


At the time this issue went to press, no 


definite meeting date had been set by the | 


Cleveland Control for February. 
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to 
Candidates 


(PA 


EXAMINATION 





for the 





IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, tc. 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 


CHICAGO 6, ILLINOIS 
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I ntroducing This 





Month’s Authors 








Wayne C. Marks (‘The Case History 
of General Foods’ Company Controllers 
Conference,” page 8) was elected control- 
ler of General Foods Corporation in April, 

Bachrach 1945, following 
neatly two dec- 
ades of service 


with the com- 
pany. From 
#925 ‘to. 1925 


Mr. Marks was 
cashier and pay- 
master at the 
Bayonne, New 
Jersey plant of 
Best Foods, Inc., 
and during the 
next year he 
was cashier with Crum and Forster, gen- 
eral insurance agents. 

Joining General Foods in 1926, Mr. 
Marks worked with the sales analysis de- 
partment until 1928, at which time he 
was transferred to general books. Dur- 
ing 1936 and 1937 he was a traveling 
auditor and for the next 12 months 
worked on special surveys concerning ex- 
pense and capital control. From 1939 to 
1942 Mr. Marks was general assistant to 
the controller, and from 1942 to 1944, 
supervisor of procedures in the control- 
ler’s department. He was appointed as- 
sistant controller in January, 1944, and 
acting controller in January, 1945. 

A director of the New York City Con- 
trol of the Controllers Institute, Mr. 
Marks attended Rutgers University and 
graduated from Pace Institute. He served 
for more than two years in the extra-cur- 
ricula capacity of job instructor trainer in 
New York defense plants for the War 
Manpower Commission. 





MR. MARKS 


Throughout his business career of more 
than three decades, Marshall B. Dalton 
(‘Repair or Replace Insurance,” page 18) 
has been identified with the insurance 

Bachrach field, which he 
entered follow- 
ing graduation 
from.the Massa- 
chusetts Insti- 
tute of ‘Technol- 
ogy. Starting 
with the Liberty 
Mutual Insur- 
Company, Mr. 
Dalton served 
successively as 
safety engineer, 
assistant branch 
manager, branch manager, district man- 
ager and finally as vice president until 
1934 when he resigned to become presi- 
dent of Boston Manufacturers Mutual 
Fire Insurance Co. 





MR. DALTON 


In 1937, Mr. Dalton became, as well, 
president of Mutual Boiler Insurance 
Company of Boston, and is serving as a 
director of both companies and also of 
Liberty Mutual Insurance Company, 
American Mutual Reinsurance Company, 
the Merchants National Bank of Boston, 
and Arthur D. Little, Inc. Mr. Dalton is 
also a trustee of the Newton Savings 
Bank, Newton, Massachusetts; life mem- 
ber of the corporation of the Massachu- 
setts Institute of Technology, a member 
of the corporation of Northeastern Uni- 
versity, Boston, and trustee and treasurer 
of Governor Dummer Academy, South 
Byfield, Massachusetts. 


Colonel John R. Howland (‘Twelve 
Rules for ‘Teamwork’, page 24), Signal 
Corps Reserve, graduated from the United 
States Naval Academy and engaged in 
various engi- 
neering and sell- 
ing activities 
prior to 1934 
when he became 
the federal gov- 
ernment official 
responsible for 
radio and allied 
manufacturing 
industries under 
N. R. A. As as- 
sistant secretary 
of Philadelphia 
Storage Battery Company, he later was 
chairman of the Radio Industry Wages 
and Hours Committee, member of trade 
practice and production committees, and 
member of N. A. M. Becoming secretary 
of Zenith Radio Corporation, Chicago, in 
1939 he had charge of certain labor and 
legal activities and served as a member 
of the National Television Standards 
Committee. 


Koopman-Neumer 





COL. HOWLAND — 


In World War II, Colonel Howland 
served as special consultant and as Chief 
of Resources in the Signal Corps in Wash- 
ington, as executive to the Chief Signal 
Officer of the European Theater and 
finally as Signal Officer of the U. K. Base, 
covering all signal supply, communica- 
tion, and photographic activities of the 
United States Army Service Forces in 
Great Britain. 


F. D. Wallace (“Controlling Labor 
Costs Through Personnel Budgeting,” 
page 20) studied six years at the Uni- 
versity of Southern California, majoring 


Underwood 


employed in the 
industrial — rela- 
tions depart- 
ments of the 
Standard Oil 
Company of 
California, the 
Lockheed  Air- 





craft | Corpora- 
— tion, and the 
MR. WALLACE Sis Ananda 


Shipbuilding & Drydock Corporation. 
From 1941 to 1943 he taught courses in 
personnel administration, labor relations, 
and industrial psychology at the Califor- 
nia Institute of Technology and the Uni- 
versity of Southern California. This 
teaching work was carried on concur- 
rently with employment at the last two 
mentioned companies. 

In early 1943 Mr. Wallace organized 
the firm of F. D. Wallace & Associates, 
Inc., of Los Angeles, an industrial rela- 
tions and industrial engineering consult- 
ing firm. Recently the activities of the 
firm have been expanded through an affi- 
iation with E. H. Scull Company of New 
York, by the establishment of Scull-Wal- 
lace, Inc., a management consulting firm 
supplying management counsel in the 
field of personnel to companies engaged 
in retail distribution. 








Forthcoming Features in “The Controller” 


DEPRECIATION ACCOUNTING 
A REVIEW OF POLICIES AND CURRENT PROBLEMS 
By JAMES V. TONER 


OVERHEAD COSTS IN OFFICE ORGANIZATIONS 
By MANUEL GELLEs 
MODERNIZING THE INSURANCE PROGRAM 
By RALPH S. HENDERSON 


IS YOUR FILING SYSTEM EFFICIENT ? 
By RayMonbp A. SPITLER 


JOB EVALUATION 
By Cart B. MASTERS 


in Business Ad- | 
ministration, [| 
thereafter being [| 
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Minimum writing... 
Minimum handling... 
Minimum looking... 
with UARCO Business Forms 


‘ 


Use Uarco Business Forms, and you 
won't pay a dime for needless paper- 
work! 


A SINGLE WRITING produces 


all necessary copies ... 





A SIMPLE OPERATION de- 
taches the right copy for each 


For Tustance... 

There's no carbon stuffing with Uarco 
E-Z-Out Forms—they come with carbon 
already interleaved. Copies can be 
held together for later additions, then 
detached in one easy operation. 


individual concerned «ee 


A QUICK LOOK gives him all 


the facts he needs. 











These savings apply no matter which 
Uarco form you use. 

They apply no matter how it’s used 
—for hand-written, typewritten, or 
business machine records. 

Your Uarco Representative will 
gladly recommend the best forms for 
your particular set-up. Call him in— 
there’s no obligation. UARCO IN- 
CORPORATED, Chicago, IIl.; Cleve- 
land, Ohio; Oakland, Calif.; Deep 
River, Conn. Offices in All Principal 
Cities. 


IN CORPORATEO 





SINGLE SET FORMS — CONTINUOUS-STRIP FORMS 


FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS 


AUTOGRAPHIC REGISTERS 
AND REGISTER FORMS 








The 


Controller 
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Editortal Comment 


Controllers Still Under Arms 


ELCOME, 1948! May it be no more troublesome 

than 1947. The difficulties in which the world 
finds itself, politically and economically, are reflected 
in multiplied form in the minds of controllers—those 
trouble shooters of the business world. An election 
year, nationally, presents problems enough on that one 
score alone, without the added difficulties involved in 
the pending efforts further to rehabilitate our econ- 
omy. Taxes, budgets, government finances, European 
aid, prices, inflation, or deflation, wage rates, labor re- 
lations—in none of these fields does there seem to be 
promise of surcease, and above all looms the threaten- 
ing international picture with its all-important bearing 
on all our internal problems. 

Whatever comes, controllers may be relied upon to 
meet intelligently and vigorously the difficult situations 
which may arise, as they have in the critical years—six- 
teen in number—during which they have had an in- 
strumentality with which to operate; their national or- 
ganization. 





Unsolved Problems 


T is fundamental that controllers must guard the com- 

panies with which they are connected, against losses. 
Today they are deeply concerned about possible losses 
because of inadequate depreciation, or over-valued in- 
ventories. They think of this as almost their principal 
problem. The postwar adjustment is always before 
them. They look upon the wise handling of reserves as 
perhaps the best tool with which to cushion the adjust- 
ment that must surely come. Reserves must be handled 
wisely both by companies and by individuals, they 
point out. 

Replacement of fixed assets as they become fully de- 
preciated has been widely discussed in recent weeks as 
one of the key problems of this period. The cost of re- 
placement is estimated at from four to six times orig- 
inal cost. 

Financing plant expansion is another troublesome 


subject. What are the possible sources of new capital ? 
What is to be the future trend of interest rates on cor- 
porate borrowings ? 

Is it to be wondered at that controllers and their 
managements have a feeling that they are being all but 
overwhelmed by these responsibilities? It is a wearing 
experience. To date the possible solutions of these 
problems which have been suggested are negligible. 


A Hoped-for Amendment of Revenue Act 


dena accountants believe that provision for the 
cost of replacing worn-out buildings and machin- 
ery, even though such cost may be far more than the 
original cost of the asset, should be made by earmark- 
ing some earned surplus or by providing from net in- 
come a special reserve, which could be funded by the 
setting aside of cash or securities. 

The feeling is that each year’s operations should be 
burdened with only its proportionate share of the cost 
of assets used, rather than its share of an estimated cost 
of replacing such assets. 

When Congress gets around to legislating on the 
matter of depreciation allowances it may decide to ac- 
cept the recommendation of the Magill Special Tax 
Study Committee that taxpayers be permitted, under 
certain conditions, to take deductions in accordance 
with the method of computation and rate used by the 
taxpayer in his books of account, which could then be 
changed only with the permission of the Commissioner 
of Internal Revenue. That would go a long way 
toward solving this problem. 


Proxy Rules Amendments Completed 


HE revised proxy rules laid down by the Securities 
and Exchange Commission made their appearance 
on December 17, to become effective one day later. This 
undertaking dates back two months. Drafts of the pro- 
posed revisions were circulated widely, for comments 
and suggestions. A number of changes were incorpo- 
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rated as a result of the comments, the Commission an- 
nounced. The Controllers Institute of America sub- 
mitted comments, through its Committee on Coopera- 
tion with the Commission. Mr. Fred W. Woods, of the 
Shell Union Oil Corporation, is chairman of The Insti- 
tute’s Committee. 

The revised definition of the term “associate’’ con- 
tained in the preliminary draft was not adopted, but the 
agency retained the definition of that term as contained 
in the rules already in effect. 

The new proxy rules restrict even further than the 
preliminary draft the amount of information called for 
as to remuneration of officers, which called for the indi- 
vidual remuneration of the five highest-paid officers of 
the issuer. 

As finally revised, the remuneration of only the three 
highest paid officers of the issuer will be all that is nces- 
sary. 

The revised proxy rules require that follow-up mate- 
rial be filed in advance of its transmission to security 
holders, but this does not apply to copies of replies to 
inquiries for further information from security holders. 
They also require that where the solicitation is made by 
personal solicitation, copies of all written instructions 
or other material which discusses or reviews, or com- 
ments upon the merits of any matter to be acted upon 
and which is furnished to the persons making the solici- 
tation, shall be filed with the S. E. C., five days prior to 
the date it is furnished to such individuals. 

The rule requiring the management to include a se- 
curity holder’s proposal in its proxy material has been 
revised to require the security holder to furnish the text 
of such proposal and the text of his 100-word statement 
to the management at the time he notifies the manage- 
ment of his intention to make the proposal at the meet- 
ing. 

This information concerning the changes was con- 
tained in releases to the press, and in a special report 
published by the New York Herald-Tribune. 

The references to the term “‘associate” have to do 
with close family relationships. This provision was to 
have been broadened to include them, but instead the 
new rules retain the wording which appeared in the 
original regulations. 

The Commission announced that although the new 
rules became effective at once, persons making a solici- 
tation prior to next February 15 may use either the new 
or the old regulations. Reorganization and clarification 
of the proxy rules was the announced purpose of re- 
vising them. The Commission says that the comments 
and suggestions which it received were constructive 
and helpful. 

The interest of controllers in these matters stems 
from the fact that they must supply the financial infor- 
mation and other facts and figures needed to prepare 
the forms and papers required by the Commission. On 
many-occasions in past years the Controllers Institute of 
America has made representations to the Commission 


with respect to details of proxy procedure and the ex- 
tent and form of information to be filed. Secretaries of 
companies, and legal counsel, play important parts in 
the preparation and filing of the necessary forms. 


An Accountant's Appeal from Russian-Occupied Germany 


REQUEST from a practicing public accountant in 

Russian-occupied Germany has been received by us 

for information concerning “the manner and the possi- 

bilities of working in our profession in your country,” 

concerning the possibility of gaining admittance to the 
United States, and for food. 

Information concerning this publication was received 
by the writer of the letter from the Graduate School of 
Business Administration of Harvard University. The 
letter is so interesting and illuminating that it is repro- 
duced here, just as written: 


Dear Sirs: 

I got your address from the Harvard University Graduate 
School of Business Administration, Boston, and beg for your 
advice and your help in the following questions. 

First I may be intrduced to you: 

I am the diploma-merchant . . ., 41 years old and I am re- 
siding in Zschopau, a medium-sized industry-town in the Saxon 
Erzgebirge, near Chemnitz. I have studied at the Commercial 
Academy in Leipzig and passed my examination in that place. 
After some years of referring employment in industry-treatment 
of legal and tax questions in the greatest motor-cycle plant 
DKW-Rasmussen, Joint-Stock-Company—I am independent as 
an accountant since 1936. 

I have an office of my own and I am controlling and advising 
industry—,commercial- and trade firms. Therefore I have the 
best look into the economic life of our area and by reason of 
my professional training I am able to perceive and to understand 
all symptoms of our time. You always get full particulars about 
our situation by your newspapers but perhaps you are also inter- 
ested in receiving detailed statements from a colleague’s practice 
and his points of view. I would be very glad if I could open a 
correspondence with you or with one of your gentlemen you 
will name me. We could do this for the purpose of interchange 
of our observations. Perhaps we also could publish our views 
and ideas. I am especially interested in learning something about 
the manner and the possibilities of working in our profession in 
your country. Is it possible to get admittance and work as a well- 
educated German specialist in our branch in USA ? We account- 
ants of the Russian occupied area of Germany recognize the de- 
velopment with an open face and perceive that our enonomy is 
going more and more downward, though much good will for 
proceeding is to be seen. We all suffer from a psychical oppres- 
sion and we all are always hungry. I know many persons who 
get parcels from your American helping-organization “Care,” 
and I can tell you, that you send with these parcels not only 
badly wanted food, but joy, joy, which we don’t know now, and 
you have sent belief in mankind too. I myself have neither rela- 
tives nor acquaintances in USA and I ask in this connection, 
whether you or a colleague whom you inform from this letter 
could help me as a colleague in such a manner. I would be very 
grateful for this too. 

I would be glad to hear from you. 


The name and address of the writer of the above letter will 
be supplied on request to anyone who may be interested. The 
details concerning the practice of public accounting in the 
United States can be sent the inquirer, in considerable detail. 


—A.R. T. 











Company sales conferences are a com- 
mon device for announcing, discussing 
and administering a program. Company 
controllers’ conferences, though not un- 
heard of, are less common. A company 
controllers’ conference in General 
Foods was an excursion into uncharted 
territory. The results of our meeting 
justified the time, effort and money 
spent to hold it. 

This article is a case history of that 
conference. In it are set forth the condi- 
tions that made it advisable, the consid- 
erations incident to planning for it, a 
description of the conference proceed- 
ings, and a discussion of the lessons we 
learned through experience. 


Wuy HAVE ONE? 


The decision to convene our control- 
lers was not reached without first recog- 
nizing that specific conditions existed 
which made such a meeting desirable. 
Such specific conditions fell into two 
general categories, viz., (1) those par- 
ticularly applicable to General Foods, 
and (2) those common to all organiza- 
tions. Of these two, the former is the 
more significant. 

About the time that World War II 
hostilities were over, our management 
made a major decision affecting its 
financial administration. For many years 
General Foods had operated in the main 
under centralized financial authority. 
Therefore, the decision to decentralize 
introduced an entirely new concept to 
the majority of our financial personnel 
both at the Home Office and in the field. 

In brief, the reorganization resulted 
in transferring to several of our divi- 
sions many of the financial functions 
heretofore performed exclusively at the 
Home Office. 

The incidence of this reorganization 
was far reaching. Among other things, 
it required transfer of personnel from 
the Home Office to divisions. It requited 
reorganizations and realignment of 
functions within divisions. It required 
that the Home Office introduce new 
staff functions, such as methods plan- 
ning, statistical research, credit manage- 
ment and internal auditing. It required 
the preparation and issuance of a new 
chart of accounts, written policies and 
procedures and closer coordination be- 
tween division and Home Office activi- 
ties. It required training of both Home 


By Wayne C. Marks 


Office and field personnel to operate ef- 
ficiently under the new setup. And, 
finally, it required that the function of 
the division controller take on a new 
meaning, not only to the controller him- 
self, but also to the representatives of 
management with whom he worked, for 
the controller had now become an ac- 
tive member of the management team. 

On top of the reorganization of our 
financial administration, involving as it 
did a decentralization of control and a 
new chart of accounts, there was added 
another feature. During the war years 
our accounting system had suffered 
somewhat from neglect and _ conse- 
quently was in need of revitalizing. The 
new chart of accounts was designed to 
provide a uniform classification of both 
functional and natural accounts to give 
additional impetus to responsibility ac- 
counting which we believe essential 
toward obtaining control over expenses 
through the active cooperation of super- 
visors. Then, not to neglect our product 
costs which are so important to the in- 
telligent determination of selling prices, 
we promoted a program of better and 
more accurate cost accounting. 

The typical division, however, was 
not large enough to justify a financial 
organization paralleling that established 
in the Home Office. The top financial 
man in the field—the Division Control- 
ler—-would have to carry the responsi- 
bility for all phases of financial activity: 
general accounting, costs, budgets, sta- 
tistics, treasury, imsurance, credit, tax 
and others. This wide range of subjects 
is formidable even to one experienced 
with all of them. But many of our Divi- 
sion Controllers had been but lightly 
exposed to them. 

Thus, the many new controllers in a 
new environment were required to par- 
ticipate in the development of a very 
ambitious undertaking. Their immedi- 
ate response was excellent and their en- 
thusiasm was sustained. After about two 
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years’ shake-down experience, however, 
it became apparent that both personnel 
and methods would benefit from an im- 
partial appraisal of what we had accom- 
plished, and what new strategy should 
be adopted to insure continued progress 
under the program. What better way, 
then, was there for obtaining a clearing 
house for our experience and problems 
than to get together all those con- 
cerned ? 

The foregoing conditions were par- 
ticularly applicable to General Foods 
and embody the most important reasons 
for our decision to hold a controllers’ 
conference. 

In addition, there are other features 
about a company controllers’ conference 
that are worthy. Most of these features 
are well appreciated and, accordingly, 
need little elaboration. In brief they in- 
clude: 


1. An opportunity for field and Home Office 
personnel to strengthen their relationships. As 
a rule, the transaction of business matters, by 
correspondence and telephone, though efficient, 
lacks the stimulation of personal contact. We 
are anxious that all of our personnel carry out 
their relationships, one with the other, with 
full appreciation of the individual. The confer- 
ence gave us the chance to talk one to the other 
and thereky cement friendships and improve 
understandings. 

2. An opportunity to impress on division 
controllers the importance of their jobs. Only 
too often, the man in the field, concerned as he 
is with the detail of his own job, comes to 
think of the Home Office as unreasonable or 
without understanding in its demands on the 
field. By the same token, the Home Office is 
prone to minimize or overlook the day-to-day 
problems of the divisional controller. Again, 
by bringing the two together, there is a benefit 
from restoring to proper focus the two points 
of view. 

3. An opportunity for discussion of new 
problems that have arisen and which will re- 
quire further study before a practical solution 
can be reached. New problems are more often 
recognized than expressed by division control- 
lers. The thinking of division controllers is a 
prolific source of new ideas. The home office, 
to be a true leader, should search out those 
ideas and further develop them for the advan- 





like conferences. 





IMPROVING UNDERSTANDING 


For its first conference of divisional controllers, General Foods Corporation had _ | 
as its aim: “continuous improvement in understanding—of viewpoints and prob- | 
lems, of objectives and relationships, of the job to be done.” The case history 
presented by Mr. Marks, controller of the company, brings out considerations 
that will hold real interest to other corporate controllers who are contemplating 


—THE EDITOR 
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tage of everybody. Also, it is not unusual to 
find that principles established by a headquar- 
ters office are not effective in practical applica- 
tion. The conference will bring to light such 
unsound principles and often times suggest a 
reasonable solution. 

4. An opportunity for division controllers to 
discuss their particular problems with Home 
Office personnel or with personnel of other di- 
visions with whom they are doing business. 
Some matters do not lend themselves to han- 
dling by other than personal contact. If the 
means for such contact is not provided, the 
matters may pass into oblivion through inatten- 
t10Nn. 


Such, then, were the principal consid- 
erations that came to mind by way of 
justifying a controllers’ conference. 
They far outweighed any disadvantages. 


PLANNING FOR IT 


It is much easier to decide to hold a 
conference than it is to plan for it. The 
real work starts with the consideration 
of the many details incident to com- 
pleting arrangements for a conference. 

As a first step, our operating vice- 
presidents were sounded out for their 
views on the desirability of a confer- 
ence. They responded enthusiastically 
and, accordingly, each division general 
manager, to whom our division control- 
lers report, was asked to participate by 
sending his controller and by recom- 
mending subjects for discussion. Once 
again the response was encouraging. 

The second step was the appointment 
of a committee of four, one of whom 
was the chairman, to proceed with spe- 
cific arrangements. Within this commit- 
tee, duties were segregated and assigned 
to individual members as follows: 


1. Negotiation for a conference room, hotel 
accommodations for out-of-town participants, 
meals and any other matters related to provid- 
ing for living facilities for the group. 

2. Selection of subjects and speakers for the 
program. 

3. Preparation for reporting and editing the 
proceedings of the conference. 


4. Procurement of printed matter to be used. 


This segregation proved to be a good 
one. It provided a reasonable and clear- 
cut segregation of the work involved in 
preparing for the conference. 

Our correspondence with the field 
and inquiries in the Home Office estab- 
lished the number of persons who ex- 
pected to attend the conference. This in- 
formation made it possible to proceed 
with firm plans. 

Attendance at this first conference 
was deliberately planned to be large. 
There were included not only division 
controllers but also their principal as- 
sistants from the field; Home Office de- 
partment heads and their key assistants 
in the financial administration were also 
included. Altogether, there were 92 dif- 
ferent persons present, though not all of 
these individuals attended all of the ses- 
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sions. Of the 92 participants, divisions 
were represented by 52, the Home Office 
by 38, and our public accountants by 1. 

A conference room was secured in the 
same hotel where rooms were reserved 
for our out-of-town visitors. Tables, 
chairs, blackboard, speakers’ platform 
and a microphone comprised the prin- 
cipal ‘‘props” for making the sessions 
comfortable. 

For the convenience of the partici- 
pants, the following additional arrange- 
ments were made: 


1. Luncheon was provided by the Home Of- 
fice at each day's session. At the close of the 
Wednesday session, a cocktail party and din- 
ner were given. Other than these items, each 
participating division bore all the expenses of 
its representatives. 

2. Lapel tags showing the name and affilia- 
tion of each individual were prepared so that 
new members could readily identify their asso- 
clates. 

3. A receptionist was in attendance at all 
times to take telephone calls, arrange for trans- 
portation, and take care of any other details. 


The many facilities and arrangements 
made it advisable to assign to one per- 
son the responsibility of executing the 
plans. This assignment proved benefi- 
cial. No speaker lacked for whatever 
equipment he needed in his presenta- 
tion; it was there when he was. Lunch- 
eons were served promptly and without 
any hitches—all because of the vigilance 
of the person to whom this responsi- 
bility had been specifically assigned. 

In developing the program for the 
conference, the fact that we had oper- 
ated but a relatively short time under a 
new organization with a revamped ac- 
counting system bore considerable 
weight. Therefore, the broad outline of 
our program was designed to cover: 


1. A discussion of the organization with par- 
ticular emphasis on the relationship between 


Home Office and the field. 


2. A statement of the objectives of our new 


accounting system using particular instances to 
illustrate the points. 

3. An introduction of our top management 
to our division controllers so that the former 
might hear first hand from the latter what was 
expected of a controller in General Foods. 

4. A recital and review of our concept of 
the controller's function—that he know opera- 
tions, products, production and sales schedules ; 
that he have the initiative and courage to par- 
ticipate constructively in the making of impor- 
tant decisions; that he be able to interpret his- 
torical trends as well as to forecast the effect 
of current policy on future results; and that 
always he work from facts. 


The scope of the program was broad. 
It touched lightly on many subjects and 
did not delve deeply into any one phase. 
This broadness of scope served as an in- 
troduction to the major role which we 
expect our controllers to play in the 
conduct of our several enterprises. 

In designing the program, which 
covered a period of five full days, we 
bore the following points in mind: 
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1. To provide a change in tempo, we mixed 
formal talks, discussion periods, and panel dis- 
cussions. We also mixed academic discussions 
with case studies. Thus, the participants were 
not re quired to concentrate for too long on any 
set manner of instruction. 

2. All speakers and discussion leaders were 
drawn from within the company, princtpally 
from Home Office financial personnel. No out- 
side talent was used, except for an excellent 
presentation by our public accountants. 

3. Each formal talk or discussion was limited 
to not longer than three quarters of an hour 
and was followed by not less than fifteen min- 
utes of open discussion from the floor. In most 
cases, to keep the proceedings informal, we en- 
couraged the conferees to interrupt at any time 
to ask questions. 

4. Time was allowed for each phase of the 
financial function to be discussed. The subjects, 
therefore, covered accounting, tax, credit, pay- 
roll, insurance, treasury, auditing, budgets, 
methods and procedures, costs, economics, and 
others. In this manner we were able to weave 
together a discussion of our organizational re- 
lationships with an exploration of pertinent 
technical subjects. 

5. Time was also provided for a discussion 
of other than strictly financial matters. For this 
purpose, the speakers were the chairman of our 
board, our president, each of our operating vice- 
presidents, our vice-president in charge of per- 
sonnel and our director of public relations. 
These gentlemen covered problems facing the 
corporation as a whole as well as top manage- 
ment's conception of the controller's function. 
This part of the program was particularly 
stimulating to the group. 


So that our division controllers might 
come to the conference aware of what 
would be discussed, drafts of the pro- 
gram were submitted to them in ad- 
vance. They were asked to submit spe- 
cific questions they might wish to be 
discussed as well as to give further 
thought to the subjects so that they 
might more actively participate in the 
session. The cooperation was excellent 
and many of the questions were used as 
a basis for formal discussions. 

The informality of the program, to- 
gether with its wide scope, made the 
question of reporting the proceedings 
an important one. Since our first venture 
was designed as much to learn our prob- 
lems as to provide instruction, we were 
anxious that as complete a record as pos- 
sible be kept. Accordingly, our report- 
ing plans provided that a stenotypist be 
in attendance at all times. Thus, we 
would have a record not only of the 
formal talks but also, and more impor- 
tant, of the impromptu questions and 
answers. The transcript of the entire 
proceedings, after appropriate editing, 
was bound and sent to each person who 
attended the conference. 


THE CONFERENCE 


The conference was conducted as 
planned, with very few variations. It 
was necessary to make some last minute 
switches to accommodate speakers who 
found it impossible to attend at their 
scheduled times. And, participants, 
other than those orginally planned for, 
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were admitted to portions of the ses- 
sions in which they had a particular in- 
terest. 

One member of the committee con- 
cerned himself with keeping the pro- 
gram on schedule. Where a talk took 
longer than anticipated, time was picked 
up by cutting down the time alloted for 
open discussion following the talk. 
Likewise, where a talk did not use all of 
the time that had been allowed, the 
open discussion was extended. As a re- 
sult, none of the sessions were embar- 
rassingly short, nor did any of them ex- 
tend beyond five o'clock. 


OUTLINE OF SUBJECTS 


A detailed description of the subject 
matter covered in the conference is not 
pertinent to this discussion. An outline, 
however, of the subjects will help to il- 
lustrate the variety of topics discused. 


Monday: 

Following the opening remarks of welcome, 
our president spoke of some of the problems 
ahead of the corporation with particular em- 
phasis on price margins and volume. Then an 
operating vice-president talked on the control- 
ler as a profit maker through the use of his ac- 
counting knowledge in forecasting and statisti- 
cal interpretations which provide better control. 
With the tempo thus set, the rest of the day 
was devoted to discussion of the objectives of 
the Controller's Department and a thorough 
and excellent case study by one of our division 
controllers to illustrate how he has put into 
effect the objectives toward which we are 
working. 


Tuesday: 

This day was devoted to a study of account- 
ing subjects. A very enlightening treatment of 
standards of performance was followed by dis- 
cussion of a specific application of a standard 
cost system in process of installation, at one of 
our divisions. In addition, there were dis- 
cussed the very important question of control 
over inventories to prevent dangerously long 
positions and also the accounting for fixed 
assets. The day closed with a lively open dis- 
cussion of accounting questions during which 
the number of reports required to be prepared 
was vigorously pressed by the men from the 
field. 


W ednesday: 

The morning was devoted to the problem of 
how to reduce office costs through carefully 
planned work-objectives and policy, better cor- 
relation of functions, and simpler and clearer 
procedures. In the afternoon the subject was 
the General Foods concept of budgets whether 
operating, capital expenditure, or our long 
range planning program. It was pointed out 
that, while the preparation and execution of a 
budget is a responsibility of line authority, 
controllers are in a fine position to render val- 
uable service and advice by virtue of their 
internal and impartial knowledge of all oper- 
ations. Controllers should be alert to deviations 
of actual performance from budgets and should 
be prepared to offer constructive recommenda- 
tions for corrective action. 

By this time the conference was in full 
swing. One of those present combined 
his Shavian wit with his talent to write 
limericks to cast a friendly barb at some 
of the performers. This one was di- 
rected at the Controller: 
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Of GF Controllers the bane, 
Is a guy at the center named Wayne. 

If you're all in a funk 

From a week crammed with bunk 
Blame him for your numbness and pain. 


So, you can see that our group was un- 
inhibited and was able to mix some levity 
with the more serious aspects. Contin- 
uing with the summary: 


Thursday: 

Desirable features for inclusion in an ac- 
counting system to improve internal account- 
ing control were pointed out. Our public 
accountants outlined their program for the 
1947 audit and gave some excellent advice for 
improving the audit. One of the division con- 
trollers then outlined a method he had intro- 
duced for better internal control over pur- 
chasing procedures. Following this, tax matters 
of interest to division controllers were dealt 
with. 


Friday: 

The session on Friday was limited to the 
morning. Since our business, dealing as it does 
in many basic commodities, is greatly con- 
cerned with world markets and the laws of 
supply and demand, the talk by our economist 
was most apropos and enlightening. It revealed 
a new field to our controllers, a field that has 
not yet been fully explored. Then there were 
discussed the functions which fall under our 
Home Office treasurer—receipts and disburse- 
ments, insurance, credits and collections and 
payrolls. 


As a closing event, Mr. Francis, the 
Chairman of our Board, consented to 
spend time with us in answering any 
questions that were put to him. His 
forthright answers to some searching 
queries were the high spot of the con- 
ference. No holds were barred and each 
point was discussed until it was cleared 
to the satisfaction of the group. We 
are greatly indebted to and appreciative 
of Mr. Francis’ interest in our endeavors. 

Nothing was planned for Friday after- 
noon. Some of our division controllers, 
who had come from great distances, 
started for home. Others used the time 
to visit Home Office personnel for the 
purpose of clearing up business matters. 

We would have been smug indeed, 
had we believed that our planning had 
resulted in the best possible conference. 
So, about a week after the conference we 
asked each division controller to state 
frankly what he thought of the job and 
what improvements he could propose. 
The response was good. Everyone 
agreed that the conference had been 
helpful and that another should be held. 

There was substantial concurrence 


also in suggestions for improvement. 


The most significant proposals were: 


1. Reduce the duration of the conference to 
not more than three or four days. The five-day 
session with its heavy schedule presented more 
subject matter than could be readily absorbed 
by the listeners. To borrow a sage observation 
of our president—the capacity of the mind to 
absorb 1s in direct proportion to the ability of 
the seat to endure. Travel time plus a five-day 
conference resulted in some of the division 
controllers being away from their work for a 


longer time than they could conveniently spare. 

2. Include fewer subjects on the agenda, but 
treat these subjects more thoroughly. Avoid 
the theoretical approach by using more case 
studies to illustrate specific conditions and their 
recommended treatment. 

3. Allow a greater amount of time for open 
discussion from the floor by reducing the time 
allotted for formal presentations. Our discus- 
sion periods were lively and most instructive. 
In some instances, it was necessary to cut the 
discussions short just at the time that they 
reached their maximum intensity. 

4. The program might have provided for the 
segregation into smaller groups of controllers 
concerned with related enterprises. For exam- 
ple, one such group might consist of those in 
the grain business, another might be those in 
the frozen food business. Such an arrangement 
would have the additional benefit of making it 
possible to treat with subjects more pertinent 
to the particular group's interests. 

5. Arrange for more division controllers to 
lead sessions covering subjects more closely re- 
lated to their problems. By reducing the part 
played by Home Office personnel in leading 
the sessions, we would better accomplish one 
of our main objectives, namely, to impress on 
division controllers that the Home Office 
wants to work with the field and not to dic- 
tate to it. 

6. Provide more time for division controllers 
to visit the offices of Home Office personnel. 
Such visits make possible a more thorough in- 
vestigation of particular problems with a re- 
sultant better understanding and personal te- 
lationship. 

7. Close each day’s session at about 4:00 
P.M. so that before the evening, more time 
will be available for casual and informal dis- 
cussion between participants. 

8. The question box was not too successful 
since it received but few questions. This con- 
dition, however, was good because many ques- 
tions were asked from the floor. We were en- 
couraged to find that our controllers had suf- 
ficient interest and were free enough from in- 
hibitions to participate from the floor rather 
than resort to an anonymous use of a question 
box. We would probably use the question box 
again, but we would hope that its use would 
be limited. 


That then, is the story of our first con- 
ference. Its purpose was ‘continuous 
improvement in  understanding—of 
viewpoints and problems, of objectives 
and relationships, of the job to be done.” 
Unreserved credit is owing to our divi- 
sional controllers for their serious and 
enthusiastic participation. They are the 
ones on whom the burden of detail and 
execution falls. 


Disabilities Cost Many Man-Hours 
Labor Survey Finds 


On an average day of the year, about 
3.5 million people in America are dis- 
abled because of illness. In 1942, 80 per 
cent. of the working time lost by male 
workers and 90 per cent. of the time lost 
by female workers because of disability 
was due to common ailments and not to 
work-connected injuries or diseases. In 
1943, the days lost by workers whose dis- 
abilities were temporary or just develop- 
ing into permanent condition amounted to 
losing about 1.5 million men from our 
labor force, ““America’s Needs and Re- 
sources’ observes. 
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Comparative Tax Advantages of Corporations, 
Partnerships, and Single Proprietorships 


The tax rates of individuals, whether 
they be single proprietors or members 
of partnerships, range from 19 per cent. 
to 8514 per cent. Partnerships as such 
are not taxed. The tax rates of corpora- 
tions, before profits are distributed to 
shareholders, who are again taxed on 
the dividend income, range irregularly 
from 21 per cent. to 38 per cent. Little 
wonder that the corporate organization 
enjoys current popular vogue. But ts 
it justified ? 

It is customary to think of the single 
proprietorship, general partnership, lim- 
ited partnership, trust, joint venture, 
pool, and syndicate as distinct business 
entities with their own respective busi- 
ness and legal advantages and disadvan- 
tages. In tax law, all these business 
vehicles, except the first, are deemed 
cither corporations or partnerships. If 
the form of doing business resembles a 
corporation with its familiar character- 
istics of centralized management, of con- 
tinuity of operations without interrup- 
tion by a member’s death or his transfer 
of interest, and perhaps of limited mem- 
ber liability, it is taxed as a corporation, 
even though it is not legally organized 
as such.! 

On the other hand, the corporate en- 
tity has been disregarded successfully 
upon the urging of the Treasury? and 
on other occasions of the individual, 
and has been treated as a group of in- 
dividual taxpayers. 

The following are significant consid- 
erations as to the comparative tax merits 
of the various vehicles for operations, 
that people should study when they con- 
template embarking upon a new busi- 
ness venture. They are not necessarily 
in order of importance. All the facts 
in each situation, not the tax conse- 
quences exclusively, should govern the 
selection of the appropriate form of 
doing business. 


First ACCOUNTING PERIOD 


New partnerships and corporations, 
not single proprietorships, have the 
right to conclude their first fiscal periods 
when it pleases them without the con- 

* Morrissey v. Com’r., 296 U.S. 344 (1935); 
Del Mar Addition v. Com’r., 113 F.(2d) 410; 
Poplar Bluff Printing Co., 149 F.(2d) 1016. 

‘y Gregory v. Helvering, 293 U.S. 465; Hig- 
gins v. Smith, 308 U.S. 473. 

Bp Archibald R. Watson, 42 B.T.A. 52, af- 
firmed 124 F.(2d) 437 (CCA-2, 1942). 


By J. H. Landman 


sent of the Commissioner of Internal 
Revenue, provided their durations do 
not exceed twelve months. Thereafter, 
their fiscal years may be only on a 
twelve-month basis, changeable from the 
end of one month to the end of another 
only with the approval of the Commis- 
stoner who usually requires that good 
cause be shown. This initial period can 
be controlled to effect tax economy. 

Since the partners as individuals and 
not their partnership pay income taxes, 
by closing the partnership's period in a 
year subsequent to that of the partners, 
the partnership income can be made re- 
portable one year hence, when it is 
hoped tax rates will be lower. How- 
ever, should such a partnership be 
terminated for any reason during its 
taxable year, more than one year's part- 
nership income as of the cessation date 
of the partnership may be reportable by 
all partners in addition to other private 
income. If a partnership agreement pro- 
vides that the estate of a deceased part- 
ner shall share in the profits of the firm, 
surviving partners are not subject to tax 
on such share, but the estate is taxable.4 

As for the corporation, unlike the 
partnership or single proprietorship, it 
pays taxes on its own earnings at irreg- 
ular rates ranging from 21 per cent. to 
25 per cent. on its first $25,000 of earn- 
ings, at 53 per cent. on its next $25,000 
of earnings, and at a constant 38 per 
cent. on earnings of $50,000 or more. 
It would be tax-wise to close the cor- 
poration’s initial taxable period before 
its earnings reach $25,000, so as to sub- 
ject itself to the 21 per cent. to 25 per 
cent. tax rate, rather than to the higher 
53 per cent. or 38 per cent. rate. 

On the other hand, should the new 
business venture prove a financial fail- 
ure, a possible misfortune which must 
be considered, deductible tax losses 
would follow. In the case of the new 


* Bull v. U.S., 295 247; H. Lewis Brown, 1 
F.C. 760: 


corporate organization, it would sus- 
tain operating or capital losses, depend- 
ing upon their nature, which may be 
used to reduce the earnings and capital 
gains of two or five succeeding years 
respectively. But the individual stock- 
holders may not apply any of these losses 
as offsets against their private earnings. 
By contrast, partnership operating and 
capital losses may be used to reduce the 
income from other sources of the indi- 
vidual partners. The latter, like single 
proprietors, may employ the two-year 
carry-back and the two-year carry-for- 
ward principles to spread the operating 
loss over five years, and may offset the 
capital losses during the succeeding five 
years against total annual capital gains 
first and concurrently against earnings 
to the extent of $1,000 per year. 


PROFITS TAXABLE 


Those who intend to conduct personal 
business with their new ventures should 
be apprised of this fact. Profits are, 
but losses are not, recognized for tax 
purposes, when the transactions are 
made directly or indirectly between an 
individual and a corporation, according 
to Code Section 24(b)(1)(B), if 50 
per cent. in value of the outstanding 
stock is owned directly or indirectly by 
or for such an individual. The tax 
consequences of transactions between a 
partner as an individual and his partner- 
ship, are in dispute. The Second Cir- 
cuit Court holds that taxable earnings 
cannot arise from such an operation, be- 
cause an individual's trading with him- 
self cannot yield a profit.5 The Board 
of Tax Appeals comes to a contrary con- 
clusion because it conceives of the part- 
nership as a distinct and separate legal 
entity. As for losses, the Third Circuit 

> Benjamin v. Hoey (CCA-2, 1944), 139 
F.(2d) 945. 

“Harvey M. Toy, Memo B.T.A., August 7, 
1942. 








“LOOK BEFORE YOU LEAP!” 


Before embarking upon a new venture, business men should consider carefully 
the respective tax “assets and liabilities’ of the various vehicles for operations, 
cautions Dr. Landman, tax specialist of Peat, Marwick, Mitchell & Co., New York. 
Herein the author develops a number of salient observations on the subject, 
some of which are often overlooked but all of which deserve careful thought. 


—THE EDITOR 
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Court permits partners to sustain losses 
in transactions with their partnerships.* 
The Board of Tax Appeals allows part- 
nership losses arising out of trading 
with their partners.8 The final solution 
of this moot question will have to await 
the decision of the Supreme Court. 
Where, as between the parties, losses 
are disallowed under the above-cited 
Code Section 24(b) (1) (B), if the cor- 
porate-debtor reports on the accrual 
basis and the individual-creditor reports 
on the cash basis, and if the debts, such 
as salaries or other expenses, are not dis- 
charged within 214 months after the 
corporation’s taxable year, the corpora- 
tion may not take the deductions for tax 
purposes. In appropriate cases involv- 
ing partnerships, unpaid expenses and 
interest would also be disallowed. 


UNREASONABLE ACCUMULATIONS OF 
PROFITS 


There is another tax danger that a cor- 
poration but not a partnership or single 
proprietorship need concern itself about 
and that is the unreasonable accumula- 
tion of profits so that individual stock- 
holders may avoid paying higher sur- 
taxes because of the additional divi- 
dends. Such conduct is penalized by the 
Code Section 102 tax of 2714 per cent. 
on the first $100,000 of the undistributed 
current earnings and 3814 per cent. on 
the balance thereof. It might be cheaper 
temporarily at times to allow the con- 
trolled corporation to pay the penalty 
tax. However, if the corporate profits 
were ever distributed, the stockholders 
would then have to pay a tax on them. 
Of course an alternative method by 
which the stockholders can release these 
profits to themselves is by liquidating 
the corporation, in which case the dis- 
tributed surplus, like its other assets, 
would be taxed if the stock were held 
for more than six months at the bargain 
maximum tax rates of 25 per cent. Un- 
fortunately, this tax saving is appre- 
ciably minimized frequently by the 
Treasury as a consequence of its mag- 
nification of the value of the corporate 
assets with a valuable goodwill. 

There is prevalent considerable mis- 
understanding about the corporate dis- 
tribution of 70 per cent. of earnings as 
dividends in accordance with T.D. 4914 
of 1939 and T.D. 5398 of 1944. Sucha 
distribution of profits is not a statutory 
or other criterion of reasonableness. It 
is a Treasury-created rule of thumb for 
its tentative determination of reason- 
ableness. A corporation might have 
complied with this percentage distribu- 
tion for years and nevertheless be Sec- 

* Lederer v. Parrish (CCA-3), reversing 14 
F.(2d) 987. 

* Thompson & Black, 11 B.T.A. 729. 
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tion 102-vulnerable. On the other hand, 
a corporation may justifiably retain all 
of its current earnings. “Good causes 
for doing so in the light of the court de- 
cisions are to replace obsolete facilities, 
expand operations, discharge indebted- 
ness, or develop new products. The 
Treasury looks with suspicion upon any 
corporation that invested its profits in 
unrelated enterprises, or made loans to 
shareholders, particularly if it were con- 
trolled by a few individuals. 


IMPROPER DEDUCTIBLE EXPENSES 


Small businessmen may decide to elect 
the corporate vehicle for their new ven- 
ture for various reasons, and expect to 
escape corporate taxation by draining 
off earnings through various disburse- 
ments to stockholders. Some of such 
corporate expenditures that come to 
mind are salaries, wages, rentals and the 
like. The danger of such tactics is that 
the Treasury might hold that such pay- 
ments are not reasonably “ordinary and 
necessary” corporate expenditures, but 
are in part dividends paid to stockhold- 
ers. The Treasury would find con- 
firmation in such a contention if the sug- 
gested expenditures varied from year to 
year depending upon the success of the 
enterprise. The tax consequence of run- 
ning afoul of the charge of unreason- 
able expenses is that only part of them— 
the reasonable part—is deductible by the 
corporation, but all of them are taxable 
income to the stockholders. 

Partnerships and single proprietor- 
ships may not incur expenses in transac- 
tions with their own respective princi- 
pals. Deducting expenses paid out of 
one pocket to become taxable income 
when put in another pocket would be 
robbing Peter to pay Paul. A ‘‘partner’s 
salary” and a “‘single proprietor’s salary” 
are frequently referred to erroneously as 
expenses. In reality they are advances of 
profits. 


SOME DOUBTFUL CORPORATION TAX 
ADVANTAGES 


Corporations report on only 15 per 
cent. of the dividends they receive from 
other domestic corporations under Code 
Section 26(b), whereas partnerships and 
sole proprietorships similarly consti- 
tuted would be subject to tax on the full 
dividend income. This 85 per cent. 
dividend-received credit that only the 
corporation enjoys brings in its wake 
the hazards of the penalties for the un- 
reasonable accumulation of profits un- 
der Code Section 102, and for personal 
holding company operations under Code 
Section 500. The first penalty problem 
has already been discussed; the latter 
one will be considered later. It must be 
remembered, of course, that the conces- 


sion made to corporations relative to the 
85 per cent. dividend-received credit is 
in reality an Indian gift because the 
profit which generates the dividends is 
subjected to three tax levies—the cor- 
poration which originally earned it, the 
corporation which receives the dividend 
at reduced tax rates, and the individual 
stockholder at full personal tax rates. 

On the other hand, capital gains other- 
wise taxable at reduced tax rates, inter- 
est from state and some types of federal 
bonds otherwise wholly or partially tax- 
exempt, and the proceeds from insur- 
ance policies upon the death of corporate 
officers and employees otherwise tax- 
free, are taxable in full upon ultimate 
receipt as fees, salaries, or dividends by 
individuals or partnerships, when chan- 
nelled through an intermediary corpora- 
tion where the transformation takes 
place. By contrast, such fully tax-exempt 
and partially tax-free income would not 
lose its tax-saving appeal by being paid 
directly to a partnership or single pro- 
prietorship. 

Having decided on the tax-propriety 
of organizing a corporation instead of 
some other vehicle for the new business 
venture, one is immediately concerned 
with the problem of deciding on the na- 
ture of its capitalization. What shall be 
the ratio of bonds, if any, to stocks? 
Stocks yield double-taxed earnings, if 
profits are distributed. Bonds yield de- 
ductible interest, insure in a measure 
against the impact of the penalty for 
unwarranted corporate accumulated 
earnings, and siphon off, by their re- 
demption, surplus profits. Obviously, 
for tax purposes at least, bonds are to 
be preferred to stock. This factor 
should prompt the decision in deter- 
mining the ratio of equity to borrowed 
capital in a new corporate venture. 
There is little danger of the Commis- 
sioner ruling that some of the bonds in 
a new corporate enterprise are in reality 
capital. By contrast, loans to an old cor- 
poration may be challenged as contti- 
butions to capital in fact. The better 
time to decide on a proper financing of 
a corporation is at its creation with the 
reservation that the common and pre- 
ferred stock can always be increased 
with tax impunity. 


PERSONAL HOLDING COMPANY SURTAX 
PENALTY 


One of the dangers of operating as a 
corporation is the unwitting incurrence 
of the personal holding company pen- 
alty. Should it unfortunately qualify as 
such, practically all of its current in- 
come is doomed to confiscation by taxa- 
tion. Low income tax individuals 
should be particularly aware of this 
fact. Those in the high tax brackets 
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have no alternative in this regard. In 
addition to the usual corporate taxes, 
this penalty is as much as a 75 per cent. 
to 85 per cent. surtax on the corpora- 
tion’s undistributed income. This tax 
arose out of the need for discouraging 
the so-called “incorporated pocket 
book.” By this scheme, a high bracket 
person could incorporate himself to 
market his skills so that he could store 
some of his profits in the corporation, 
thus sparing himself currently of the im- 
pact of high surtax rates. 

The wording of Code Section 500 is 
sufficiently broad to render the penalty 
applicable to other than personal service 
operations with the result that through 
inadvertence such other types of corpo- 
rations may expose themselves to it. The 
nature of the ownership of the stock of 
a corporation and of its gross income de- 
termines whether it is subject to the per- 
sonal holding company surtax penalty. 
It is applicable to those corporations, 50 
per cent. of whose stock is owned di- 
rectly or indirectly by not more than five 
individuals during the second half of 
their taxable years. In addition 80 per 
cent., and under certain conditions 70 
per cent., of the gross income of these 
corporations must be of such non-op- 
erating sources as dividends, interest, 
royalties, annuities, security gains, estate 
and trust income, rents from individuals 
who own directly or indirectly 25 per 
cent. or more of the stock of the corpo- 
rations, and rents which do not exceed 
50 per cent. of their gross incomes, as 
well as personal service contract pay- 
ments. 

Of course, this entire severe penalty 
can be averted by disqualifying such a 
vulnerable corporation by increasing the 
number of stockholders sufficiently, or 
by increasing its rent receipts to 50 per 
cent. or more of its gross income, among 
other means. It is important to be vigi- 
lant. The nature of a corporation’s ac- 
tivities may vary from year to year. The 
time to detect its vulnerability is during 
its business year and not after it. 

Single proprietorships and _partner- 
ships are not susceptible at all to the per- 
sonal holding company surtax penalty, 
because it applies only to corporations. 

If currently one corporate entity has 
so much tax reduction to offer, will more 
than one increase the tax savings? It 
might. Since the corporate normal tax 
and surtax are graduated up to maxi- 
mum 24 per cent. and 14 per cent. rates, 
respectively, profits distributed among 
several corporations will result in aggre- 
gate lower tax obligations, provided the 
income of each corporation remains un- 
der $25,000. 

It might be possible to transform the 
profits of some transactions into long- 
term capital gains at bargain maximum 
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tax rates of 25 per cent., which would 
otherwise be fully taxable as ordinary in- 
come. The disposition of the earnings of 
a corporation as dividends in cash or in 
kind results usually in no taxable income 
to it. As for the non-corporate stock- 
holder, the consequential receipt of the 
dividends constitutes fully taxable in- 
come under Code Section 115(a), ir- 
respective of the form it takes. On the 
other hand, if an asset such as a factory 
were the only one of a corporation, the 
latter's liquidation would still be tax- 
free to it, but the same asset in the hands 
of the stockholders at that very time 
would be taxable to them at capital 
rather than at ordinary gains tax rates, if 
appreciated in value. Similarly, the sale 
by the stockholders of the corporation’s 
stock rather than the asset would be tax- 
free to the corporation, but would be 
taxable to them at capital gains rates. 

Furthermore, one or more of these 
new corporate entities might be ar- 
ranged to qualify and operate as West- 
ern Hemisphere Trade or China Trade 
Act corporations. The former is ab- 
solved completely from surtax, and the 
latter can escape all federal taxes if un- 
der certain circumstances it pays divi- 
dends in an amount equal to what it 
would have to pay in normal tax and 
surtax. These two types of corporations 
afford these special tax saving induce- 
ments to those engaged almost exclu- 
sively in foreign trade. Strict compliance 
with Code Sections 109 and 261-265 are 
indicated if assurance of the tax 
economy they offer is sought. 

Now, let us consider the disadvan- 
tages of multiple corporations. In the 
event of losses, though each corporation 
could avail itself of carry-backs and 
carry-forwards, the losses and profits of 
the several corporations for any one year 
could not offset one another as if they 
were of one corporation, unless a con- 
solidated return were filed with an at- 
tending penalty of 2 per cent. of the ag- 
gregate surtax net income. 

Equally significant is the danger of 
inviting the impact of Code Section 45. 
Businesses controlled by the same inter- 
ests are expected to engage in arm’s- 
length transactions like strangers. 
Where the Commissioner finds that re- 
lated corporations do not so conduct 
themselves, he may under this statute re- 
allocate their incomes and _ disburse- 
ments to more correctly reflect their re- 
spective incomes and thus prevent tax 
evasion. 


PARTNERSHIPS 


Partnerships had their greatest tax 
vogue during the war years when almost 
confiscatory tax rates prevailed. The 
single proprietor sought the partnership 
so that he could spare himself the impact 


13 


of the exorbitant, high surtax rates by 
splitting his income with several mem- 
bers of his family. Similarly, corpora- 
tions tried to avoid the corporate tax 
levies by converting all or some of their 
Operations into partnerships. Under cer- 
tain circumstances in our post-war 
world, they may still be indicated tax- 
wise. To the great dismay of many gen- 
eral law practitioners, despite the great 
care they exercised in respecting the 
niceties of partnership law, many such 
partnerships have been held to be bona 
fide partnerships not for income tax but 
for all other legal purposes. The Su- 
preme Court laid down the following 
tax qualifying partnership tenets in the 
Tower and Lusthaus decisions.®2 The 
new partner must contribute necessary 
capital of his own origin, or important 
services. 

If a partnership was proven invalid 
for income tax-saving purposes, you may 
undo the futile gesture by resorting to 
one of the following procedures: 

1. You may organize a corporation. 
If the tax-invalidity of the family part- 
nership as far as the new partner is con- 
cerned is due to a contribution of capital 
not from his own source, or the absence 
of significant services on his own part, 
the splitting of income can still be ef- 
fected by the bona fide donating of stock 
of a newly organized corporation to 
family members. The new shareholders 
will be entitled to dividends from the 
distributed corporate profits, governed 
by the nature and number of shares with 
which they were presented, and with 
reasonable compensation for whatever 
services they render without the services 
necessarily being important managerial 
ability or skill.1° The giving of other 
types of capital to prospective partners 
with a view toward effecting a partner- 
ship would make it fatal for tax pur- 
poses because the capital contribution to 
the partnership would not have origi- 
nated with the new partner, assuming 
that he was not performing important 
services for it. 

You may consider transferring prop- 
erty to husband and wife as tenants by 
the entirety, which is a special type of 
partnership primarily in real and in a 
few states in personal property.'! The 
state law controls on the question of 
who is entitled to the income and is tax- 
able thereon. In most states, one-half of 
the income is taxable to the husband and 
the other half to the wife. However, the 
tax value of the realty remains the same 
as when both spouses lived, though one 
dies, and is not the fair market value on 


*Com’r. v. Tower, 327 U.S. 280; Lusthaus 
v. Com’r., 66 S.Ct. 539. 

” Carlton B. Overton, 6 T.C. 304, CCA-2; 
George W. Oliphant v. Com'r., CCA-2, June 
13, 1947. 

" Brennan, 4 T.C. 1260. 
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the date of death or within one year 
thereafter. Besides, the full value of the 
property is included in the estate of the 
first spouse to die unless the other can 
prove that he or she paid for it with per- 
sonal funds. Furthermore, a tax is due 
for the gift that one spouse makes to the 
other when title is vested in both their 
names though only one paid for it. 
Naturally, the tenancy by the entirety 
terminates when the first spouse dies. 

Of course, capital gifted to one’s wife, 
minor children, and/or trusts in a tax- 
invalid partnership, where the services 
rendered did not qualify them as part- 
ners, may be returned tax-free to the tax- 
conscious husband-father, if the gift 
were not truly one in fact, regardless of 
the question as to the origin of the part- 
ner’s capital. If in this case the gift was 
properly consummated but the partner- 
ship suffered from the fact that the new 
partner’s capital contribution to it was not 
of his origin, a return of such capital 
might be attended by the payment of a 
new gift tax despite the fact the one might 
have been paid originally. In this latter 
situation, the retransfer of capital may 
not be as readily effected as it was do- 
nated in the first instance. One’s wife 
may now be estranged, the minors will 
require guardians, and the trusts will be 
involved in procuring releases of its 
creator, trustee and beneficiaries. 

Another possibility is to dissolve the 
partnership and conduct two distinct 
businesses, one by the father-husband 
and the other by members of his family. 
This arrangement is particularly tax- 
hazardous because the Treasury may 
ignore the second business entity and 
impute its taxable income to that of the 
father under Code Section 45. 


PARTNERSHIPS INTO CORPORATIONS 


Thus far we have concerned ourselves 
primarily with the comparative tax 
merits of new corporations as compared 
with those of new partnerships and 
single proprietorships. Let us now ad- 
dress ourselves to the tax problems at- 
tending the renewed vogue of trans- 
forming partnerships or single proprie- 
torships into corporations. This conver- 
sion can ordinarily be achieved tax-free 
by complying with Code Section 112(b) 
(5). The requisites are that the single 
proprietorship or the partnership must 
own at least 80 per cent. of the outstand- 
ing voting and of all the other classes of 
stock of the new corporation, and the 
single proprietor’s or each partner's 
stock and long-term securities in the 
new corporation must represent sub- 
stantially an equivalent amount in assets 
including cash of the partnership.!* 

"Gregory v. Helvering, 293 US. 465; 
W & K Holding Corporation, 38 B.T.A. 830; 
Independent Oil Co., 6 T.C. 194. 
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Frequently in the current rush to the 
corporate business entity, these indis- 
pensable tenets are violated, some tax 
consultants think, which render the 
transaction tax-vulnerable. To illustrate, 
to accomplish the aforementioned tax- 
free Section 112(b)(5) transfer, many 
partnerships go into dissolution and 
then have the individual partners ex- 
change their proportionate assets for 
commensurate stocks and securities in 
the new corporation. They contend a 
much safer procedure would be to have 
the partnership transfer some of its as- 
sets to the new corporation with its own 
independent business purpose in ex- 
change for its stock, and permit the part- 
nership to survive the transaction for at 
least several years. Equally competent 
tax specialists urge that it is immaterial 
whether the partnership or the former 
partners of a dissolved partnership 
transfer the assets to the new corpora- 
tion. 

If in the partnership agreement the 
ratio of the respective partners’ profits 
varies from that of their capital invest- 
ments, adjustments must be made with- 
out the giving of stock to offset the dif- 
ferences in profit-taking, if the transac- 
tion’s tax exemption is cherished. Code 
Section 112(b)(5) requires that the 
transferors have substantially the same 
asset holdings in the new corporation as 
they had in the partnership. A correc- 
tion for the discrepancy in the respective 
partners’ profits can be made by a rea- 
sonable adjustment in their salaries 
from the corporation. 

Keeping the partnership alive after 
the transfer of assets to tthe corporation 
affords other tax advantages. If it is on 
an approved instalment system for ren- 
dering tax accounts, it may continue to 
collect deferred income at reduced tax 
rates, otherwise the balances of the in- 
stalments are all reportable in the one 
year of dissolution. 

Moreover, the surviving partnership 
will be particularly advantageous if it 
has contingent and contested liabilities. 
The individual partners will get the 
benefit of these deductions. If the trans- 
feree-corporation acquires these types of 
liabilities, they must be capitalized. As 
a consequence, neither the old partner- 
ship nor the new corporation will have 
the benefit of the tax deduction. 

One very significant consideration in- 
volved in deciding whether the indi- 
vidual partners or the partnership itself 
should participate in the Code Section 
112(b)(5) transfer to a new corpora- 
tion is the question of the tax values of 
the various assets that are conveyed to 
the new corporation. If the partnership, 
and not the individual partners, is the 
transferor, then the tax values that the 
assets had for the partnership are re- 
tained by the corporation according to 


Code Section 113(a)(8). On the other 
hand, if a dissolution of the partnership 
is consummated prior to the Code Sec- 
tion 112(b)(5) transfer, partially dis- 
tributed assets according to G.C.M. 
20251 no longer have the tax values at 
which they were held by the partner- 
ship. In the hands of the partner, the tax 
value of the distributed property is de- 
termined by reference to the basis of his 
interest in the firm. The tax value of the 
distributed property is the proportion- 
ate part of the partner’s interest which 
is equal to the ratio of the value of the 
distributed property to the value of the 
total firm property as of the distribution 
date. No profit or loss accrues to the 
partnership. The general effect of the 
distribution is to increase the tax value 
of appreciated properties, thus minimiz- 
ing tax consequences in their subsequent 
sale. Conversely, the tax values of other 
properties are depressed by the dissolu- 
tion of the partnership, which upon dis- 
position reduces losses, or might even 
result by chance in a taxable gain. There 
is no need to dissolve the entire partner- 
ship to effect these changes in the tax 
values of its assets. This tax result is 
achieved by the partnership effecting a 
partial distribution in kind. Hence, if 
the partnership rather than the partners 
were going to organize the corporation, 
it would be advisable to determine 
which partnership assets should partici- 
pate in the contemplated transfer. It is 
all a question of the tax values of the 
assets involved relative to their tax con- 
sequences upon later disposition, and 
also to the recovery of costs through de- 
preciation allowances. 

Convinced that bonds are more tax 
and business attractive than shares if a 
loan is essential, shall we saddle the 
partnership with the debt obligation be- 
fore the tax-free exchange, or shall we 
encumber the  transferee-corporation 
with it after the transfer ? 

If the transferee-corporation in the 
purported nontaxable exchange as- 
sumes, or takes subject to, an indebted- 
ness of the transferor-partnership, un- 
der Code Section 112(k) the latter must 
be able to establish an independent prior 
business purpose for becoming in- 
debted, and the transaction must be free 
from the imputation of tax avoidance. 
Code Section 112(b) (5) prescribes as a 
qualification for the coveted tax-free ex- 
change that the assets be transferred 
solely in exchange for stock or securities. 
If something else such as “other prop- 
erty or money” is received, Code Section 
112(c)(1) holds that the transaction is 
ordinarily taxable at capital gain rates 
on this extra property and money. 

Subjecting the new-born transferee- 
corporation with an indebtedness in dis- 

(Please turn to page 32) 
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Tax Implications of Proposed 
Social Security Programs 


Social Security is rapidly forging its 
way to a dominant position among 
the leading legislative-taxation problems 
which face the country today. It will 
undoubtedly advance even further in 1948 
to take a position of primary importance 
in Congressional deliberations. 

The stage has been set for 1948, which 
will not only be a year of very marked ex- 
pansion in coverage, liberalization and ex- 
tension, but also produce new forms of 
insurance, particularly temporary disabil- 
ity benefits and the introduction of health 
programs—if certain forces are successful 
in gaining the necessary support of Con- 
gress. 

At present, Social Security provides 

. Old age and Survivors’ insurance. 

. Unemployment compensation. 

. Public assistance, including old age bene- 
fits, assistance to the blind, and aid to de- 
pendent children. 

. General assistance. a 

. Temporary minor programs such as civil- 
ian war assistance and assistance to spe- 
cial groups such as enemy aliens and 
others. 
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The financial structure of the existing 
old age and survivors insurance program 
is based on a payroll tax of 1 per cent. 
levied upon both the employer and em- 
ployee. The original Social Security act 
provided for employer and employee con- 
tribution rates of 1 per cent. each with 
respect to wages in the calendar years 
1937-1939, and 114 per cent. each for 
1940-1942, 2 per cent. in 1943-1945, 
214 per cent. each in 1946-1948 and 3 
per cent. thereafter. 

Unemployment compensation insurance 
is financed entirely through payroll tax 
levied upon the employer alone, and 
amounting in most cases to 3 per cent.; 
2.7 per cent. of this is retained by the 
State and 0.3 per cent. is paid to the Fed- 
eral Security administration, which in 
turn reallocates the amounts needed for 
the administration programs: to the States. 
In most States this tax is reduced to em- 
ployers with a stabilized employment rec- 
ord, through the benefit of Experience 
Rating. 

Public Assistance programs are fi- 
nanced by the Federal government and 
the State, whereby the Federal govern- 
ment matches the expenditure of the State 
for old age assistance and aid to the 
blind, up to $45.00 a month, and for aid 
to dependent children $24.00 a month 
for one child in the family, and $15.00 
for each additional child aided. 


By Thomas L. Evans 


Among the major legislative develop- 
ments during the sessions of 80th Con- 
gress, which closed during mid-1947, the 
following bills should be enumerated in 
this connection: 


DEVELOPMENTS IN 1947 


Legislation was enacted to freeze the 
old age and survivors insurance tax at the 
rate of 1 per cent. each to employer and 
employee for 1948 and 1949, providing 
at the same time an increase to 114 per 
cent. to each for the years 1950 and 1951, 
and further increase to 2 per cent. for the 
time thereafter. 

The same legislation extended the fed- 
eral provisions for unemployment com- 
pensation loans to States for two yeats, 
and a two year continuance of liberalized 
grants to States for old age assistance, aid 
to dependent children and to the blind. 

The unemployment insurance loan 
fund was created in 1944, by act of Con- 
gress, from surplus of revenue, over ex- 
penditures, derived from the 0.3 per 
cent. federal unemployment tax, i.e., ap- 
propriations made to the States by the 
Social Security administration for the ad- 
ministration of unemployment insurance 
program is considerably less than revenue 
received. As a matter of fact, the annual 
surplus from this source is occurring at 
the rate of $150,000,000 at the present 
high peak of employment, and the total 
excess has now reached approximately 
$800,000,000 since the inception of the 
program. 

States may borrow from this fund only 
in the event that their employment insur- 
ance funds have become depleted, as a 
result of extraordinary heavy withdrawals 
through severe unemployment conditions, 
or caused through a further liberaliza- 
tion of benefits, which is constantly en- 
couraged by the present administration. 


Other bills passed: 

1. Continued authority of States to ignore 
income from agriculture or nursing in 
determining payments of old age as- 
sistance (S-1072). 

2. Technical amendment extending time 
for voluntary unemployment compen- 
sation contributions (individual em- 
ployer reserve accounts) H.R. 4011. 

. The Senate Finance Committee, very 
significantly was authorized to make a 
study of the Social Security system 
under Senate Resolution 141, and 
granted an appropriation of $25,000. 
This special study is intended to pro- 
duce information that will assist the 
Senate in the consideration of future 
Social Security developments. 


ee) 


Proposals scheduled for the next Con- 
gress in January, 1948 will probably in- 
clude the following: 

1. Permanent financing of Old Age and Sur- 
vivors’ insurance program. 
2. Extension of coverage in the OASI and 

Unemployment Compensation. 

3. Further liberalization of benefits. 

4, | Sgt and permanent disability bene- 
ts. 

5. Compulsory health and medical care. 

Adversely, Congress defeated the Presi- 
dent’s Reorganization Plan No. 2 of 
1947, which proposed to transfer the 
U. S. Employment Services to the Depart- 
ment of Labor permanently. As a result 
the U.S.E.S. will be returned to the Fed- 
eral Security Agency and coordinated 
with the administration of unemployment 
insurance. 

Judging from the recommendations of 
the Social Security administration, most 
of which are receiving very favorable con- 
sideration by the present powers in Wash- 
ington, the 81st Congress promises to be 
extremely productive in Social legisla- 
tion. This prediction is made in view of 
the fact that there are now over 100 So- 








WILL SOCIAL SECURITY ULTIMATELY COST 29 PER CENT? 


The tendency toward complete federalization, as well as broad liberaliza- 
tion of the Social Security program demands the serious attention of all busi- 
nessmen, Mr. Evans cautions, for the cost potentialities are staggering. Esti- 
mates by experts indicate that social security rates (if recent proposals are 
adopted) could rise as high as 29 per cent. of payrolls within 20 years. The 
author, a member of the Controllers Institute of America, is treasurer of J. N. 
Adam & Co., Buffalo, New York, and a member of the Social Security Com- 
mittee of the Chamber of Commerce of the United States. 
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cial Security bills ready for discussion, 
and the year 1948 with its forthcoming 
presidential election will form a particu- 
larly ideal background for discussions 
of this nature, in order to exercise politi- 
cal pressure. 

Recommendations of the Social Secur- 
ity Board include establishment of: 


“A comprehensive basic national system of 
contributory social insurance covering all ma- 
jor risks to economic independence and all 
workers and their dependents threatened by 
such risks. The program would include insur- 
ance against wage loss in periods of disabil- 
ity and against costs of medical care, for which 
no general provision now exists in the United 
States, as well as old-age and survivors’ in- 
surance and unemployment insurance, with 
benefits related to past earnings and with pro- 
vision for additional benefits for dependents. 
It would be designed to close existing gaps 
in the coverage of both persons and risks, to 
remove present inequities in the protection of 
workers and the financial burdens of employers, 
and to provide a consistent relationship among 
insurance provisions for the various risks and 
between provisions of the basic system and of 
supplementary special systems for particular 
groups. As compared with separate programs 
to meet particular risks, such a system would 
reduce administrative cost and reporting bur- 
dens and simplify arrangements as they affect 
workers, employers and public agencies... . 

“A comprehensive program of public as- 
sistance, on a Federal-State basis, under which 
payments and services financed from Fed- 
eral and State funds would be available to 
any needy person in the United States, irres pec- 
tive of the reason for need or the place of 
residence. The Federal financial contribution 
to such a program should be designed to re- 
move the great disparities now existing in 
the treatment of persons who are in like cir- 
cumstances, but live in different parts of the 
country. It should also be designed to remove 
serious present inequities in the relative bur- 
dens borne by States and localities in financing 
public assistance.” 


If the above program is accepted as 
presented, it will mean a complete fed- 
eralization of the entire Social Security 
program including unemployment com- 
pensation, and will, without any question, 
spell the doom for any Experience Rat- 
ing system in unemployment insurance 
laws. 

With refereace to disability insurance, 
there are only two States which have leg- 
islation providing benefits for this type 
of risk—Rhode Island and California. 
California's disability compensation act 
provided for benefit payments commenc- 
ing December 1, 1946; it is proposed to 
be financed entirely from a 1 per cent. 
tax levied on the payroll of employees, 
now being withheld from their wages. 
As yet, we do not have any experience 
recorded on the California Experiment. 
However, Rhode Island’s legislation, 
which was passed in 1942, and diverts 1 
per cent. of the 114 per cent. employee 
tax to finance disability compensation, 
gives us a four year experience record 
which so far has not been too favorable. 
Rhode Island has experienced a deficit 
consistently after the first year and has, 
therefore, been compelled to divert the 
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remaining 14 per cent. of the State un- 
employment tax paid by the worker, from 
the unemployment fund to the cash sick- 
ness fund for a period of two years, be- 
ginning July 1, 1946. 

Both States have tied up their sickness 
insurance program with unemployment 
compensation and paid disability benefits 
to the workers covered by unemployment 
insurance law for limited duration. 
These two States are among the few 
which collect employee contributions to 
help finance the unemployment program. 

Unfortunately, I do not have the space 
to analyze the merits and demerits of 
either of these plans, but there is one prin- 
ciple that I would like to comment upon 
briefly. It would seem that the recognition 
of the inherent difference of these two 
types of risks, unemployment compensa- 
tion and sickness, would make a separate 
administration seem essential for the suc- 
cess of any sickness plan. In other words, 
an independent claim administration with 
direct employer interest as a requisite, 
would assure sound application and mini- 
mize the unlawful collection of benefits. 

This opinion is supported by Dr. Carl 
W. Strow, Assistant Director of Research 
of the Research Council for Economic 
Security, in his analysis of “State Plans 
for Disability Compensation” : 


‘As an. insurable risk, disability differs from 
other hazards. It is both industrial and per- 
sonal in. nature. Disability is difficult to de- 
fine and determine as a matter of fact. Its 
existence and certification are influenced by 
moral and human nature traits; for instance, 
experience of compensation plans shows how 
the rate of recorded disability rises upon the 
prospects of compensation.” 


O.A. AND S.I. RECOMMENDATIONS 


In regard to old age and survivors’ in- 
surance, the Social Security Board has 
made, in part, the following recommen- 
dations: 

Coverage of all gainful workers, in- 
cluding agricultural and domestic em- 
ployees, public employees and employees 
of nonprofit organizations, railroad em- 
ployees, and self-employed persons, in- 
cluding farmers and small businessmen. 

Legislation to prevent servicemen from 
losing the protection of the old-age and 
survivors insurance system because of 
service in the armed forces. 

Reduction of the qualifying age for all 
women beneficiaries from 65 to 60 years. 
Changes in the average monthly wage 
and benefit formule +o increase benefit 
amounts, particularly for lowpaid work- 
ers. 

Increase from $3,000 to $3,600 a year 
in the maximum amount of earnings 
which are subject to contribution and 
counted in computation of benefits. 

Increase in the amount of earnings a 
beneficiary may receive in covered em- 
ployment without suspension of benefits. 

Benefits during periods of extended or 


permanent disability, like those for old- 
age retirement. 

It is the contention of the Social Se- 
curity Board that extension of coverage 
to all workers and coordination of the 
basic Federal system with special systems 
for railroad, government and other em- 
ployees, are essential for adequate pro- 
tection of aged workers and their depend- 
ents and of the survivors of insured wage 
earners. Further, that a decade of experi- 
ence in operating the program has shown 
several feasible methods of solving the 
administrative problems which caused the 
initial exclusion of such groups as agri- 
cultural and domestic employees and the 
self-employed. 


U.I. RECOMMENDATIONS 


The Social Security Board recommen- 
dations on Unemployment Insurance are 
as follows: 

Extension of the Federal Unemploy- 
ment Tax Act to all employers of one or 
more workers in covered industries and 
to many excepted employments. 

Provision, under Federal law, of un- 
employment benefits for seamen and for 
employees of the Federal Government on 
a uniform basis irrespective of the State 
in which they have worked. 

If a Federal-State system of unemploy- 
ment insurance is continued: Abolition 
of the credit-offset features of the pres- 
ent tax and substitution of a straight Fed- 
eral tax of 1 per cent. of covered pay- 
rolls, from the proceeds of which match- 
ing Federal grants to the States would 
be made for both benefits and adminis- 
tration. 

Provision for minimum benefit stand- 
ards as a condition of tax-offset credit 
(including additional credits). Among 
such standards would be: 

Extension of unemployment insurance 
coverage to all employees in industries 
covered by the Federal tax. 

Provision of a maximum weekly bene- 
fit amount of at least $25.00 for the 
worker with dependents, for workers 
whose past earnings entitle them to the 
maximum. 

Provision of as much as 26 weeks’ du- 
ration of benefits for all workers eligible 
for benefits whose unemployment extends 
over so long a period. 

Provision that disqualifications for 
voluntary leaving without good cause, 
discharged for misconduct, or refusal of 
suitable work should entail only post- 
ponement of benefits for not more than 
4 weeks rather than cancellation of bene- 
fit rights or reduction of benefits. 

Definition of good cause for voluntary 
leaving or for refusing suitable work to 
include good personal reasons, not merely 
causes attributable to the job or the em- 
ployer. 


Recommended further, that if the 
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credit-offset feature of the present tax 
is retained, reduction of the tax to 2 per 
cent. and change in the additional credit 
provisions, be made, so that employers 
may obtain rate reductions either through 
Experience Rating, State-wide reduction 
or some other method. Also, if minimum 
benefit standards are adopted, permanent 
reserve through re-insurance fund, rather 
than loans, as now temporarily provided 
for States whose unemployment funds are 
low. 

There is only one interpretation that I 
can make in connection with the sug- 
gested provisions made for credit-offset, 
and that is there is a determination on the 
part of the Social Security administration 
to wipe out the Experience Rating Sys- 
tem entirely and the benefits resulting 
therefrom, to a large extent. 

To further illustrate recommendations 
made by the Social Security Board, I 
would like to quote the following: 

“As a condition of the tax offset, minimum 
benefit standards should be adopted to assure 
general adequacy of benefits and equity to 
workers,” and again “it may be seriously 
questioned whether the Federal Tax—and by 
inference State Taxes—should be further re- 
duced while risks of temporary disability re- 
main unprotected by most States.” 

"Tf States could use their accumulated funds 
for benefits to workers unemployed through 
illness as well as through lack of work, estab- 
lishment of State programs for temporary dis- 
ability insurance would be furthered substan- 
tially.” 


This thinking has had, and is having 
considerable significance and effect and 
revives the hope of the agencies inter- 
ested that federalization of the Social 
Security programs would ultimately result 
in a confiscation of the State funds and 
their utilization for the purposes as out- 
lined. 

ASSISTANCE RECOMMENDATIONS 

In regard to Public Assistance, the 
Social Security Board recommendations, 
in part, are as follows: 

Special Federal aid to low-income 
States for assistance, administration and 
welfare services to enable States with rel- 
atively low economic resources to develop 
adequate public welfare programs. 

State distribution of available Federal 
and State funds to localities in accord- 
ance with their needs. : 

Deletion of the Federal matching max- 
imums for individual payments of aid to 
dependent children, and deletion or in- 
crease of such maximum for old-age as- 
sistance and aid to the blind. 

Federal grants-in-aid to States for gen- 
eral assistance to any needy person, irre- 
spective of the cause of his need, as well 
as for old-age assistance, aid to the blind, 
and aid to dependent children. 

Extension of aid to dependent children 
to permit Federal participation in as- 
sistance to a parent or other person assum- 
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ing responsibility for any child who is 
living in a family home and is needy for 
any reason whatsoever. Substantially, the 
same objective could be achieved through 
the Board’s recommendation on Federal 
financial participation in general assist- 
ance. 

Abolition of State residence and citi- 
zenship requirements as a condition of 
eligibility for assistance under State plans 
approved under the Social Security Act. 

Elimination as a condition of Federal 
grants, of State requirements for trans- 
ferring title or control of property by an 
applicant or recipient to the State or lo- 
cality. 

Because of the extraordinary impor- 
tance and dangers connected with the 
proposals to combine the sickness disabil- 
ity with the unemployment insurance 
program, involving the utilization of the 
unemployment insurance funds, for the 
payment of sickness benefits, I would like 
to refer again to the previously mentioned 
systems of Rhode Island and: California. 

Rhode Island’s adoption of a cash sick- 
ness program has had a very stimulating 
effect on the legislature of several States, 
indicating a definite trend throughout the 
United States toward legislation provid- 
ing benefits for this type of risk; also, the 
fact that Rhode Island, with the authority 
of Congress, has diverted a part of their 
unemployment trust fund, contributed 
by the employees, to a fund for cash 
sickness benefits, will have an encourag- 
ing effect upon many of the ten States, 
having employee contributions, to follow 
this same example. California has adopted 
an optional plan of sickness benefits, per- 
mitting coverage through the State oper- 
ated fund or private contract, utilizing 
the 1 per cent. employee contributions. 

New Jersey also has bills, with strong 
administration backing, that would dj- 
vert $100,000,000 from the unemploy- 
ment trust fund to a New Jersey Cash 
Sickness Fund. The proposed plan would 
compel the employer to insure the risk 
with an insurance company or qualify for 
self-insurance. 

Congress and State legislatures will be 
subjected to increased pressure to author- 
ize the use of unemployment funds for 
sickness and other so-called social insur- 
ance purposes, and this will become more 
convincing as we further study the situa- 
tion. 

We have another precedent in the 
Crosser Bill, passed in the closing days 
of the 79th Congress, amending the rail- 
road unemployment insurance act by es- 
tablishing a very liberal system of cash 
benefits for temporary disability and ma- 
ternity care, financed entirely from em- 
ployer taxes. You will probably recall 
the passage of this act, which was high 
pressured shortly after the controversy 
between President Truman and the two 
railroad brotherhood leaders, Johnson and 
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Whitney, in the closing of the 1946 Con- 
gress. 

As a consequence, the payroll tax bur- 
den under the railroad plan, as amended, 
will reach a total of 1514 per cent. of 
payroll in a very few years. 


PENDING LEGISLATION 


Pending legislative bills: Senate bill 
140 (sponsored by Senators Fulbright 
and Taft) and 712 (sponsored by Senator 
Aiken) would elevate the Federal Social 
Security Administration to a cabinet 
status, constituting it as “Department of 
Health, Education and Security.” Senate 
bill 545 (sponsored by Taft, Smith, Ball 
and Donnell), a much more compre- 
hensive measure, would 
1. Remove all health activities from the Fed- 

eral Security Administration and incorpo- 

rate them in a “National Health Agency’ 
to be created, and 
2. Provide for a number of new functions 

(alternates to proposals contained in. the 

1945 Wagner-Murray-Dingell bill) to be 

comprised within the new agency, includ- 

ing chiefly: 

(a) Federal activities and grants to States 
for cancer control ($10,000,000 annually). 

(b) Federal grants to State Health Plan 
which may include State participation in 
health insurance funds ($200,000,000 an- 
nually for five years) 

(c) Federal grants to States to provide 
dental services for school children and low 
income groups (from $8,000,000,000 to 
$20,000,000 annually for five years) 

The act would continue to maintain the 

present status of the Federal Security Ad- 

ministration. 


Senate Bill 140 was probably conceived 
to carry out the recommendations of the 
President, outlined in his message pre- 
senting his reorganization plan No. 2 of 
1946, stating in effect “The size and 
scope of the Federal Security Adminis- 
tration and the importance of its func- 
tions clearly call for departmental status 
and a prominent place in the President's 
cabinet.” 

This all might indicate there is a strong 
possibility that we are destined to have a 
comprehensive health program in the not 
far distant future, and it might well come 
in 1948, the presidential election year. 

Further, about one hundred Social Se- 
curity bills that have already been intro- 
duced, will be presented to the new Con- 
gress, all of which would liberalize, fed- 
eralize, or both, the entire Social Security 
program, including unemployment com- 
pensation. 

The Murray-Dingell companion bills 
$1734 and H.R. 4390 might provide the 
best illustrations. These bills would estab- 
lish a national system of unemployment 
compensation with additional benefits for 
dependents and with cash sickness and 
maternity benefits. The maximum benefits 
provided therein would make it possible 
for a $35.00 per week employee, with 

(Please turn to page 44) 








“Repair or Replace’ Insurance 


Insurance to cover the difference be- 
tween the actual value of property, 
with due allowance for depreciation 
and replacement cost new, has been 
written to a limited extent for many 
years but has aroused more general in- 
terest and discussion during the last 
four years since the Factory Mutual 
Companies first offered it generally to 
policyholders where state laws per- 
mitted. There are two fundamentally 
different forms under which the cover- 
age is written although both cover the 
same item of depreciation. One form is 
commonly known as ‘Depreciation In- 
surance” and the other as ‘Repair or 
Replace” or ‘Replacement Cost’ insur- 
ance. The Factory Mutual Companies 
write only the second of these two 
forms and designate it as “Repair or 
Replace Insurance.” This discussion 
will deal primarily with the Factory 
Mutual form for reasons which will be 
apparent but references will be made 
also to the “Depreciation” form. 

Before discussing the merits of the 
question, let us consider what influ- 
enced the Factory Mutual Companies 
to initiate “Repair or Replace Insur- 
ance” which at first glance appears to 
contravene the fundamental concept of 
fire insurance as a contract of indem- 
nity. Since the Factory Mutuals were 
established in 1835 their objective has 
been not only to develop methods of 
preventing the destruction of property 
by fire and other perils, but also to de- 
velop better and more comprehensive 
coverage. Originally insurance protec- 
tion was provided against fire only, but 
from time to time as need developed, 
it was found possible to provide other 
coverage for the benefit of policyhold- 
ers. Their insurance protection was ex- 
tended to imsure against lightning, 
sprinkler leakage, windstorm, explo- 
sion (to the extent permitted by law), 
impact of aircraft and other vehicles, 
smoke damage from stationary fur- 
naces, damage from insured perils as a 
result of riot and civil commotion, all 
in one policy and for one premium. Re- 
pair or Replace Insurance is another 
broadening of coverage to meet the 
need of policyholders and furnish com- 
plete indemnity. 

After thorough study of the subject 
we were convinced that the standard 
practice of insuring property on the 
basis of replacement value less depre- 
ciation was not a contract of full in- 
demnity. The owner of an industrial 
plant and the trustees of hospitals, 
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homes for the aged, schools (public 
and private) and other public institu- 
tions, which must be replaced if the 
business or institution is to survive 
after destruction by fire or other peril, 
have two items of loss. First, they suf- 
fer the loss of the actual value of the 
property as it stood before its destruc- 
tion. Second, since it will cost more to 
rebuild and replace the property than 
the insurance recovery on an actual 
value basis, they suffer a second loss of 
the additional capital required to re- 
store the property to the same usable 
condition. as before the destruction. 
While it is a common practice for in- 
dustrial organizations and some others 
to charge off depreciation in their bal- 
ance sheets, these reserves are rarely 
maintained as cash funds. If a plant is 
destroyed most owners have no cash 
fund available to meet the excess of the 
amount necessary to replace the plant 
over the insurance recovery on an 
actual value basis. To meet this very 
obvious need, and after several years of 
deliberation, the present form of Re- 
pair or Replace Insurance was devel- 
oped and put into effect in 1943 by the 
Factory Mutual Companies. It is, in ef- 
fect, insurance of working capital. 
Repair or Replace Insurance is cov- 
ered by endorsement of the Fire Policy, 
increasing the insurance, in considera- 
tion of additional premium deposit 
computed at the regular fire rate, on 
the amount of additional insurance re- 
quired under the endorsement to equal 
the excess of the replacement or repair 
cost over the actual value of the dam- 
aged property after depreciation. Re- 
covery is limited by the actual expendi- 
ture in replacing or repairing on the 
same or another site with materials of 
like size, kind and quality, and by the 
face value of the policy. If the damaged 
property is mot replaced or repaired 
there is no liability for this excess cost. 
The owner cannot under the rider-en- 


dorsement make a profit if he decides 
not to rebuild. 

The main policy is divided into two 
items :— 


Item 1—To cover the building (s) and con- 
tents excluding stock and supplies. 


Item 2—To cover stock and supplies. 


The Repair or Replace Insurance 
provided by the rider-endorsement ap- 
plies as additional insurance to Item 1. 
Item 2 of the policy is subject to 100 
per cent. Co-insurance, but only if 
claim is made under the conditions of 
the Repair or Replace endorsement. 
The Factory Mutuals do not use the co- 
insurance clause as standard practice, 
but it was deemed an essential require- 
ment for this additional liability in 
order to provide adequate premium to 
pay loses on this higher level of valua- 
tion. From the assured’s standpoint the 
Co-insurance Clause is not without 
benefit since it requires insurance at 
full replacement value for full recov- 
ery. Any amount short of replacement 
value would not permit replacement of 
the property from the insurance re- 
covery, and would defeat the purpose 
for which the coverage was designed. 
‘the Co-insurance Clause carries a waiver 
with respect to loss claims of less than 
$10,000 or less than 5 per cent. of the 
total insurance applicable, whichever is 
the smaller. 

“Repair or Replace’ Insurance is 
quite different from “Depreciation” In- 
surance and produces an entirely differ- 
ent result. Depreciation Insurance does 
not require the replacement of prop- 
erty. Repair or Replace Insurance does. 
In the event of loss under Depreciation 
Insurance the assured collects in cash a 
sum representing the depreciation 
value of the property in addition to its 
actual value. If he chooses not to re- 
build, obviously he has realized a 
profit. He has suffered no loss unless he 
is compelled by rebuilding to invest an 
amount in excess of the insurance re- 





Boston. 





INSURANCE OF WORKING CAPITAL 


Without sufficient funds to repair or replace property if destroyed, an indus- 
trial ofganization would cease to function. “Repair or Replace” insurance, de- 
signed to aid management in avoiding such an eventuality, is described in this 
article, based on an address by Mr. Dalton which he recently delivered before 
the Risk Research Institute. The author is president of both the Boston Manufac- 
turers Mutual Fire Insurance Co. and the Mutual Boiler Insurance Company of 
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covery on an actual value basis. The re- 2. Use & Occupancy Insurance. replace the property at the insurance 
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quirement for the replacement of the 
damaged property and the limit of the 
liability to the actual amount expended 
makes it clear that Repair or Replace 
Insurance is a contract of indemnity. 

It has been held by some that depre- 
ciation represents a value that has dis- 
appeared and that no insurable interest 
can be maintained with respect to 
something which does not exist. This is 
true with respect to the “Depreciation” 
form but under the “Repair or Re- 
place” rider-endorsement we are pro- 
viding insurance only for the re-ap- 
pearance of the depreciated value 
which becomes a definite loss when the 
destroyed property is replaced. The Re- 
pair or Replace endorsement requires 
rebuilding and the so-called deprecia- 
tion value is put back into the property. 
The difference between the total re- 
building cost and the actual or sound 
value insurance recovery becomes a 
charge against the owner and thus he 
acquires an insurable interest. Repair 
or Replace insurance protects the as- 
sured’s working capital which would 
have to be used, or borrowed if not 
available in cash, to restore the prop- 
erty if the insurance recovery were con- 
fined to the actual value of the prop- 
erty destroyed. The Internal Revenue 
Code under the doctrine of involuntary 
conversion recognizes that a recovery 
of this type is not a capital gain. 

“Repair or Replace” Insurance is not 
a new departure by its assumption of 
loss liability in excess of the actual 
value of property, as will be shown by 
the following examples :— 


1. Demolition and Increased Cost of Con- 
struction. 

This form of insurance provides 
for. loss payment in excess of the ac- 
tual value of the property to meet 
the requirements of any State or 
Municipal law or ordinance regulat- 
ing the construction or repair of 
buildings. If a building of second 
class construction is 51 per cent. de- 
stroyed and applicable laws require 
replacement with first class construc- 
tion, the insurance policy by endorse- 
ment becomes liable for the actual 
value, including the cost of demoli- 
tion, plus the additional cost of re- 
construction of the damaged portion 
to meet the requirements of appli- 
cable laws, not exceeding the face 
value of the policy; if under the 
same circumstances a smaller portion 
(less than 51 per cent.) of the build- 
ing is destroyed, the policy becomes 
liable for the entire cost of recon- 
struction to comply with applicable 
laws. In these cases the insurance re- 
covery exceeds the actual value of 
the destroyed property. 
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This form of insurance reimburses 
the assured for loss of fixed charges 
and profits resulting from interrup- 
tion of business or production. It is 
commonly written by Fire Com- 
panies in all states as an endorsement 
on the standard fire form. This is 
certainly assumption of loss liability 
in excess of the actual value of the 
property destroyed. 


Requirement to Replace Property Un- 
der Lease Agreement. 

There are many instances of leased 
property where the lease contains a 
provision that the lessee pay to the 
lessor any excess in the cost of the re- 
pair or restoration of property de- 
stroyed by fire over the amount re- 
covered by the Lessor’s insurance. 
Here, again, is a risk in addition to 
the actual value of the property, 
commonly assumed by fire insurance 
companies. 


4. All-Risk Cover. 


This form of insurance against fire 
and all other physical damage to per- 
sonal property provides that the lia- 
bility for damage may include dete- 
rioration and loss of use. 


Valued Policy Law. 
Certain states have established the 
statutory condition that buildings 


must be insured for a fixed amount 
representing the value of the build- 
ings agreed upon between the in- 
surer and the insured when _ the 
policy is issued, and providing fur- 
ther that in case of total loss the 
company shall be liable to pay the 
face of the policy without diminu- 
tion, and partial losses in proportion. 
This obviously ignores completely 
the principal of indemnity being 
limited to actual value. 

It is stated that 24 states have 
Valued Policy laws in some form, 
which is a close approach to the re- 
placement value form. The fire rec- 
ord does not indicate that states hav- 
ing Valued Policy laws have had any 
abnormal experience by reason of 
arson. 


. Insurance Option to Replace Property. 


Under the standard fire policy 
without any rider the insurance com- 
pany may, within a reasonable time 
after the loss, replace the property 
instead of paying the actual cash 
value. Obviously the insurance com- 
pany would not be permitted to re- 
place with second-hand materials. In- 
stead of replacing the property itself, 
suppose the insurance company elects 
in advance to permit the owner to 


company’s expense. There is no limi- 
tation as to the amount to be ex- 
pended, except the face value of the 
policy. The obligation undertaken by 
the terms of the endorsement ap- 
pears to be within the limit of ex- 
penditure authorized by the standard 
fire policy forms. Here, again, there 
is no deduction for depreciation. 


Thus, it can hardly be claimed that 
this form of insurance is a departure 
from established principles. It is simply 
a new application of a principle already 
established. 

Objections within our 
have taken two forms :— 


knowledge 


l. Certain state supervisory authorities 
have held that it contravenes the standard 
fire policy form with respect to “Actual 
Value” provision, ignoring the cases cited 
above, although in some instances indicat- 
ing no opposition to the principle in- 
volved and suggesting legislation to per- 
mit it. 

2. Other states and other insurers have 
taken the position that it is an invitation 
or inducement to commit arson. Arson is 
committed for the purpose of converting 
property into cash. In the present case it 
appears to us that the fear of arson ig- 
nores the condition in the Repair or Re- 
place endorsement which requires the as- 
sured actually to replace the damaged or 
destroyed property with material of like 
size, kind and quality before there is any 
insurance recovery for replacement value. 
It is further limited to the amount actually 
expended. 

To realize a profit under such circum- 
stances, it would then be necessary to sell 
the property after replacement. It is ex- 
tremely unlikely that one would commit 
arson for such an uncertain chance of 
gain. On the contrary, it appears a deter- 
rent. The arsonist would not only face the 
chance of being caught but in addition 
would have to guarantee to himself a cus- 
tomer to pay him the replacement value. 
He could not sell it to an insurance com- 
pany at a profit. 


Objections to this form of insurance 
have been offered by certain insurers 
with respect to its application to dwel- 
ling houses, based primarily on the 
claim that it offers an inducement to 
arson. But, here again, as in the case of 
business property the provision that 
the property must be replaced before 
the owners can obtain insurance recov- 
ery on replacement value is an effective 
deterrent. There is a further restraint 
in the condition that without replace- 
ment value insurance on household 
furniture and personal effects, which is 
considered by insurers generally as un- 
desirable and is forbidden by the laws 
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of Massachusetts, the home owner 
would hardly commit arson to obtain 
the replacement value of his house and 
be faced with the necessity of replacing 
all his furniture and personal effects on 
which his insurance recovery would be 
limited to actual value. On the other 
hand, a home owner would benefit 
greatly by being insured on a basis 
which would replace his house if de- 
stroyed by fire. It would be an extreme 
hardship to rebuild in some cases 
where funds were not available in ex- 
cess of the insurance recovery on actual 
value basis. Retired persons living on a 
restricted income, or home owners in 
the low wage brackets with families to 
support, face serious hardship when 
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they cannot rebuild their destroyed 
homes from insurance recovery on an 
actual value basis. 

Speaking particularly of the applica- 
tion of this form of insurance to the 
business of the Factory Mutual Com- 
panies, the managements of the large 
industrial organizations to which our 
business is mostly confined, desire 
above all things to maintain operation 
with the least possible interruption. 
They realize that the loss of their fa- 
cilities for production would be detri- 
mental to their future, if not in fact 
destructive of their very existence. 
Without sufficient funds to repair or 
replace their property if destroyed, 
they cease to function, employes lose 


Controlling Labor Costs 
Personnel Budgeting 


Since the number-one item in most 
companies’ budgets is labor costs, it does 
not take great vision or research to know 
that the business community realizes the 
critical position of labor costs in the over- 
all price and profit picture. Almost every- 
where I go, whether I meet with retailers, 
wholesalers, manufacturers, or others, 
sooner or later the conversation brings up 
this problem of labor costs and what to 
do about them. 

In my opinion, there are two separate, 
though related, aspects to this present 
problem of labor costs. One aspect is im- 
mediate and demands prompt attention; 
the other is, in general, not as pressing 
and certainly not as spectacular in the 
present scene. 

The first and most pressing part of the 
problem, of course, is the pressure which 
almost every company either has felt or 
will experience between consumer demand 
for lower prices on the one hand, against 
the probability of continuing high levels 
in wages and material prices. Consider, if 
you will, the number of businessmen, 
mManagets, in your acquaintance who are 
predicting lower mark-ups and lower sell- 
ing prices of their products or services in 
the next six to twelve months. Then think 
of the number who sincerely believe that 
wages will fall off to the same extent, if 
at all, in the same period. 

One national publication has editorial- 
ized quite bluntly on the subject, to the 
effect that many companies will be out of 
business by the end of the year unless the 
efficiency of their labor force increases in 
proportion to the increase in wages. 

Unfortunately, it is not enough to edi- 


By F. D. Wallace 


torialize on the subject of increasing the 
efficiency or effectiveness of an organiza- 
tion’s labor force. If controlling labor 
costs—or controlling any operating costs 
—were a simple matter, there would be 
no necessity for discussions such as this. 
And that brings me to the second aspect 
of the current problem of labor costs, for 
not only are we entering—or already in— 
a period when prices will be pressing 
downward and trimming labor costs is a 
virtual necessity, but many of the same 
factors which are working for price reduc- 
tions and a business contraction or reces- 
sion are working against our efforts to 
increase the effectiveness and efficiency of 
the labor force. 

The reason for this is, I believe, general 
knowledge, yet somehow or other very 
few businessmen or organizations take 
steps to correct the situation. It is simply 
this: During any period of business con- 
traction, expansion, or change, the myriad 
little dislocations in organization and staff- 
ing make it extremely difficult to improve 
the efficiency of the labor force. 


their jobs, stockholders their invest. 
ments, and municipalities their tax in- 
come. If they can assure their continued 
existence and guarantee their benefits 
to the communities in which they oper- 
ate, they should be privileged to obtain 
this form of insurance protection. 

These are some of the reasons which 
led the managements of the Factory 
Mutual Companies, at the request of 
their policyholders, to develop this 
“Repair or Replace” type of insurance 
protection. Obviously, the coverage 
must be underwritten under suitable 
regulations. It is sound, it is desirable, 
it will protect and advance the interests 
of the states and their citizens, and it is 
not against the public interest. 


Through 


There should be no great mystery to 
this phenomenon, and I believe it has 
been borne out in our experiences through 
the depression of the 30's, the war expan- 
sion, the 1945 shutdown of war facilities, 
and re-expansion of peace-time operations. 
When a company is expanding or con- 
tracting in size—or simply when it is 
making basic changes in products, serv- 
ices, or methods—a number of things hap- 
pen. Men are transferred, promoted, or 
moved down in the organization; depatt- 
ments change in size and functions; lines 
of authority change; sometimes equip- 
ment or operating methods are altered. 
Departments are alternately overstaffed 
and understaffed. A certain amount of re- 
training may be necessary, and idle-time 
or wasted activity increases until the new 
organization settles down and shifts into 
high-gear on its new operating basis. 
None of this, we know, is conducive to 
increasing efficiency, and at a time when 
wage and salary rates are high, and with 
penalties on over-time, these periods are 
very costly experiences. 








IF PRICES FALL... 


Should the frequently-predicted period of lower sales prices and lower mark- 
ups develop, personnel efficiency (a synonym for greater productivity per 
worker) will be more important than ever, because reduction of wage rates is 
a trend that will understandably be slow and will hardly parallel price declines 
and unit cost increases. Personnel budgeting, points out Mr. Wallace in this pa- 
per which he presented at the Pacific Coast Conference of Controllers, in Los 
Angeles in May, will thus be an important source of potential savings. 


—THE EDITOR 
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If the widely heralded 1947 recession 
ever materializes, it will call forth just the 
type of dislocating experiences I have 
been describing. However, although the 
experiences are probably unavoidable, the 
dislocation—or a major portion of it—is 
entirely unnecessary. 


“CONTROL” DEFINED 


Before I get into the technical aspects 
of personnel budgeting, I would like to 
make some clarification of the meanings 
which I attach to this word ‘‘control.” 
The “control” of labor costs—or control 
of any costs, for that matter—takes on 
two distinct connotations in the work of 
the industrial engineer. First, control is 
used to describe a variety of somewhat 
negative activities: reduction, elimination, 
deletion, trimming down, minimizing 
costs and items of costs. This, unfortu- 
nately, is one of the major functions of 
the man who is responsible for the con- 
trol functions in an organization: occa- 
sionally he has to say, ‘‘No,” to somebody. 
But there is a further extension and con- 
notation to ‘‘control,”’ namely: intelligent 
planning, informed allocation, construc- 
tive preparation of the organization—fi- 
nancially and otherwise—for anticipated 
conditions. It is a part of the controller's 
function—perhaps the most important 
part—which is often overlooked by the 
layman. 

Now, how does this all involve person- 
nel budgeting. Personnel budgeting is a 
technique which provides the administra- 
tor (or controller, if you will) with a 
means of measuring the volume of work 
to be accomplished, of eliminating unnec- 
essary or idle operations, and of determin- 
ing and allocating a work force or staff— 
for both direct and indirect labor 
operations—sufficient to handle that vol- 
ume of work. In effect, then, personnel 
budgeting is a technique for control in 
both senses of the term as outlined before. 
It works toward elimination and curtail- 
ment of labor waste until a recognized 
and measurable standard of work perform- 
ance (both in quality and in quantity) is 
accomplished. It then provides a tech- 
nique for determining changes in the 
work force which are necessary in the 
event of increases or decreases in the level 
of work volume or in the event of changes 
in operations and work assignments. 

The scope of application of personnel 
budgeting is practically universal. I say 
“practically” universal only because it has 
not yet been applied to every possible type 
of operation. It has been applied, how- 
ever, with equal success, to manufacturing, 
financial, and wholesale and retail dis- 
tributing organizations, and to all types of 
operations ordinarily found in such com- 
panies. Not only does personnel budget- 
ing apply to the more obvious type of 
work such as repetitive production by ma- 
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chine or hand operations but it is partic- 
ularly adapted to handle those operations 
which are usually considered least subject 
to “control,” namely, the operations in 
over-head and indirect labor departments, 
such as accounting, purchasing, pricing, 
timekeeping, shipping, etc. 

The approach taken in a personnel 
budgeting program is alternately analyti- 
cal and synthetic. It takes the jobs apart 
and puts them back together again, elimi- 
nating the unnecessary parts and carefully 
measuring the necessary elements to make 
measurement of the whole operation pos- 
sible. 

The first step in personnel budgeting 
when any department or operation is sur- 
veyed is to locate and isolate all the func- 
tions and assignments for which the 
department and its personnel are responsi- 
ble. This in itself is often no mean feat. 
We are continuously amazed at the diff- 
culty which experienced supervisors and 
employees have when we first sit down 
with them and attempt to prepare a sim- 
ple functional breakdown of department 
operations, and individual or group work 
assignments. Sometimes this is because the 
department or group operation, like 
Topsy, ‘just growed.” More often it is 
simply a case of being so close to the for- 
est that they do not see the trees. 

After the location and isolation of spe- 
cific functions and assignments of the de- 
partment as a whole and of individuals 
within the department, it is generally pos- 
sible to do some methods’ and procedures’ 
improvement. This, actually, is not neces- 
sarily a part of a personnel budgeting pro- 
gram to do methods’ improvement. But 
while the patient is down on the operating 
table with all his vital operations exposed, 
it is too tempting a sight for the dyed-in- 
the-wool industrial engineer to resist mak- 
ing a little change here and a recom- 
mendation there. Personnel budgeting is 
basically a program of work measurement 
and allocation of staffing to accomplish 
the best balanced and most economical ac- 
complishment of the work according to 
established methods. Yet, at this particu- 
lar point in the survey, there is an oppor- 
tunity to examine the established methods 
with a view not only of preventing bottle- 
necks, apportioning work, and preventing 
over-lapping of operations, but also de- 
signing better methods and procedures for 
accomplishing the same objective. 

Once the variety of functions and as- 
signments to and within the surveyed de- 
partment have been located and isolated, 
it is possible to start the basic phase of the 
personnel budget survey. The problem 
here is to find some index, some unit or 
units of measurement, which will serve to 
indicate when some or all of the depatt- 
ment activities have increased or de- 
creased. We need an index or indices to 
which we can point and say: when this 
index goes up, there is a greater volume 
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of work to be performed; when it goes 
down, there is less work. 

This can be made clearer with an ex- 
ample. In a billing operation, the volume 
of work will be measured along more than 
one index. First, there will be a certain 
part of the work which is practically non- 
variable: this will be supervision, prepara- 
tion of certain reports, possibly, and cer- 
tain other functions which are necessary 
so long as the department is in operation 
but which do not change from week to 
week, or as the volume of work increases 
or decreases. Next, part of the work will 
vary in proportion to the number of bills 
or statements prepared. This, then, is 
what we mean by finding an index of 
work measurement: it is the determina- 
tion or location of some unit which can be 
counted, or weighed, or otherwise meas- 
ured, and which reflects some definite re- 
lationship to the number of hours of work 
required to complete the assigned func- 
tions. 


DETERMINING RELATIONSHIPS 


At this point, our analysis has located 
and isolated the various functions in the 
department, and we have determined an 
index or system for measurement of some 
or all of the work involved. The last ana- 
lytical point—and the crux of the entire 
survey—is to determine the relationship 
between the actual work-index wnits on 
the one hand and the Aours of work re- 
quired to complete various amounts of 
work, as measured by the index on the 
other hand. In other words, to continue 
with our example of the billing depart- 
ment, how many additional hours of labor 
should be allocated, and in what distribu- 
tion among various job classifications, to 
get out 3,000 bills per week; and how 
many hours, if any, should be allowed and 
allocated, and again in what distribution 
by job classification, if the number of bills 
goes to 3,600 per week ? 

This determination of the relationship 
between hours of work and work volume, 
as indicated in index-units, is not a rou- 
tine, cut-and-dried analysis. In some de- 
partments or operations, the relationship 
is simple and direct. In other cases, the 
skill and ingenuity of the engineer is 
taxed to the limit. In our example of the 
billing operation, the analysis is likely to 
be fairly simple. With the active coopera- 
tion of supervision and of the employees 
themselves, it is possible to collect the nec- 
essary data to show the relations that exist. 

These data can be collected by mainte- 
nance of individual time sheets by each 
employee during a test period, by analysis 
of past time and performance records, by 
interviews and observations of the em- 
ployees on the job, and by various time 
studies and day studies. The exact proce- 
dure will vary as the conditions and work 
situations vary. Incidentally, in respect to 
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time studies and the related day studies, I 
should warn that this approach must be 
used much more cautiously and diplomat- 
ically in an office operation than in a plant 
operation. This is not to say that the engi- 
neer should make secret studies, or keep a 
stop-watch in his pocket as he skulks 
around corners and spies on employees. 
Some office or clerical employees may re- 
sist the notion of anyone making a cold, 
analytical time-study of their work. Yet 
these same employees, approached in a 
different manner, will probably be happy 
to colizborate in making their own simple 
time-studies of their work to test work 
speeds and department capacity. 

With the collection of data completed, 
and analysis of the work finished, the fun 
begins. Now comes the job of putting the 
patient back together again, of synthesiz- 
ing a coherent whole out of the isolated 
parts that have been analyzed, studied, 
and measured. This is nothing more than 
the preparation of an allocation of man- 
hours (distributed through various job 
classifications) sufficient to accomplish 
full performance of the present volume 
of work, and the establishment of an ad- 
ministrative procedure which will adjust 
this allocation to the extent made neces- 
sary by fluctuations in work volume or 
changes in assigned functions. 

The first step in this reconstruction of 
the department is to make an allocation of 
man-hours necessary to cover the fixed, or 
non-variable labor requirement in the op- 
eration. This will include, as mentioned 
earlier, the time required for supervision, 
housekeeping work, preparation of certain 
standard records and reports, or other 
functions. These functions should be 
broken down individually, and the time 
allocated or credited for each function 
should be specified. This is important 
since it will be necessary to revise this 
basic man-hour allocation in the event that 
one or another of these functions is trans- 
ferred to another department, or in the 
event that some new and foreign opera- 
tion is required of this department. 

After this basic allocation of man-hours 
to cover the non-variable work functions 
in the department, a further allocation is 
made which is sufficient to cover the vari- 
able parts of the work-load, which has 
been measured (in terms of quantities and 
in terms of man-hours) by the work-load 
indices mentioned before. Our example 
will bring out an illustration of this phase 
of personnel budgeting. . 

Suppose, in our billing department, it is 
discovered that there is a basic, non-vary- 
ing labor requirement of 60 man-hours 
per week. This might be composed of, 
say, 30 hours of supervisory and training 
work, and the responsibility for another 
30 hours of specific projects. 

Over and above this, there is the regu- 
lar work of the department which in- 
volves the making out of the bill on a bill- 
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ing machine, and the assembly and stuffing 
of bills in envelopes for mailing. At pres- 
ent there are 3,600 bills per week. Our 
work-load index shows that it requires 
one hour to put 20 bills through the bill- 
ing machine and twelve minutes (.2 
hour) to assemble and stuff 20 bills for 
mailing. Thus the present work-load indi- 
cates a requirement of: 


180 hours—billing machine operator time 
36 hours—aunskilled clerical time. 


From here on, the allocation of a 
proper staff to handle this volume of busi- 
ness is a matter of common sense and 
some fourth-grade arithmetic. Add the to- 
tal hours of work required per week, and 
divide by the number of hours an em- 
ployee works in a week (eliminating au- 
thorized lost time such as lunch periods, 
rest periods, and such) and you have the 
minimum adequate staff for the depart- 
ment. Examination of the hours assigned 
each function gives the clue as to the best 
and most economical composition of the 
department in terms of different job classi- 
fications. In this example (assuming a 40 
hour work-week for the sake of conveni- 
ence), we have: 

34, employee—su pervisory time 
“s —Special projects 


4 pee : : 
4Y, pe —billing machine operation 
1 ss —assembly and mailing. 

(Actually .9—this em- 


ployee may have a little 
time for other work.) 


To staff this department, at present op- 
erating levels, we would need: 

1 supervisor (also spending Y4 time on 
Special projects) 

5 billing machine operators (able to take 
up entire remainder of special proj- 
ect work in the course of the week) 

1 junior clerk—assembling and mailing 
work. 


7 Total 


Suppose, now, that business volume— 
in terms of the number of bills—drops to 
only 3,000 per week—what is the staffing 
of the department required: 


34 Supervisor ( fixed requirement) 

%, special projects ( fixed requirement) 
3344 billing machine operators 

34, assembly and stuffing for mailing 


6 Total 


1 supervisor (spending Y4 time on special 
projects ) 

4 billing machine operators (able to take 
up part of the remainder of special 
work) 

1 junior clerk (spending Y, time on spe- 
clal projects) 

Now, as you may have noticed, I have 
employed a relatively simple example. In 
actual practice, the arithmetic does not 


work out quite as nicely as I have indi- 


cated. Other problems creep in, such as ° 


the problem of new and untrained em- 
ployees who cannot maintain standard 
performance, or the problem of what to 
do when the budget indicates the need 
for, say, 614 employees. But the same 
principles of analysis and synthesis apply 
to these more complicated cases. It is pos- 
sible, for example, to make a pro-rata al- 
lowance for training time of new em- 
ployees, or to exclude their time altogether 
or in part until such time as it is decided 
they should be producing at normal levels. 
And in the case of the 14 employee, it 
may be possible to transfer certain other 
department functions to other units in the 
company, or part-time transfers may be 
the solution to take up the slack. 

So much, then, for the installation and 
operation of this personnel budgeting 
technique. Now, what are the results ? 

First: In every full-fledged installation 
of personnel budgeting that I have seen, 
there has been an average cut in number 
of personnel of about 10-15 per cent. This 
is not accomplished by a speed-up of 
work, either. In fact, we have never 
known an employee or a supervisor to say 
that the increased volume of work per 
man-hour had increased the difficulty of 
any employee’s own operations. The elimi- 
nation of personnel is possible for a 
variety of reasons: the possibility of bet- 
ter scheduling, better balancing of work 
assignments, and the avoidance of over- 
stafng which almost invariably occurs 
when supervisors are allowed to maintain 
the number of employees necessary to han- 
dle the maximum work volume rather 
than the number required for the present 
work load. 

Second : Supervisors, all the way up and 
down the line, have an objective standard 
with which to measure the volume of 
work performed, and the relative effi- 
ciency and effectiveness of operations un- 
der their control. Often these supervisors 
realize for the first time the possibilities 
present in their departments for work sim- 
plification, re-allocation of individual as- 
signments, and elimination of duplicating 
or wasteful operations. An_ interesting 
side-light on supervisors’ interest and co- 
operation is the fact that, in our experi- 
ence, many individual departments’ heads 
go ahead, after the initial installation, to 
gain another 5-10 per cent. savings in 
labor costs. 

And finally: Management is provided 
a method whereby staffing requirements 
can be determined with accuracy in con- 
junction with new business developments 
and new methods and problems of opera- 
tions. 

I am particularly appreciative of the 
opportunity to present this technique of 
personnel budgeting because I believe it 
opens new horizons for controllership, in 
conjunction with personnel and engineer- 
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ing segments of management, for a joint 
attack on one of the most serious problems 
in present day business: the control of 
labor costs. The personnel manager is usu- 
ally not trained, and frequently not suited 
by personality, to oversee the full finan- 
cial obligations involved in his work in 
staffing the modern business organization. 
The engineering function, although devel- 
oped to great length and showing tremen- 
dous results in manufacturing or produc- 
tion problems, has not been brought into 
the picture, generally, in most of the over- 
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head or indirect labor operations. On the 
other hand, the controller is not usually 
equipped to handle all the myriad func- 
tions of personnel and engineering which 
are necessarily involved in his responsi- 
bilities for labor cost control. In that large 
area where the functions of these three 
elements of modern management overlap, 
it is time that mutually complementary ac- 
tivity, and a sound and tested technique, 
replace what is so often a vacuum in the 
organizational structure and an absence of 
true control over dollars spent for labor. 


Communist Strength in Labor Unions 
Analyzed by U.S. C. of C. 


Discussing communists within the 
American labor movement, a recent hand- 
book of the Chamber of Commerce of the 
United States develops these conclusions: 


The Communist-controlled union is 
basically different from any other 
labor union. The handling of it re- 
quires fundamentally distinct attitudes 
and techniques. 

In dealing with such groups the fol- 
lowing underlying points must be re- 
membered : 

I. That such a union is primarily a 
bridgehead of a foreign power, Soviet 
Union leaders. When a conflict arises 
between Soviet aims and American 
ideals, the Communist union will sup- 
port the former and criticize American 
foreign and domestic policies. A union 
of this type is a pliable instrument, 
when needed, for military espionage 
and sabotage. It will fit into the gen- 
eral Communist propaganda machine, 
which aims to further the Soviet 
Union and deride the United States. If 
a military conflict were to arise, it will 
be a fifth column, attacking its own 
people from within. This is why, as 
was noted earlier, Communist labor 
leaders concentrate first on strategic 
industries and occupations. 

II. The labor movement under Com- 
munism is an instrument for dislocat- 
ing our economic and social structure. 
Communists do not seek genuine bet- 
terment of conditions. Rather they 
thrive upon strife for its own sake. 
They would rather have strikes than 
peaceful and generous settlement of 
industrial disputes. They would prefer 
agitation to the removal of grievances 
or social ills which afford the excuse 
for agitation. Reasonable appeals or 
sensible compromises mean nothing to 
them. They seek a war to the finish 
with the business community and our 
way of life. 

III. The labor movement is to Com- 
munists a broad foundation for all 
their other activities, whether propa- 
ganda and “education,” agitation among 





minority groups, or infiltration of gov- 
ernment. From the labor movement, 
Its treasuries are drained of funds for 
various Party-controlled organizations 
and programs. This is the mass which is 
to be guided and deceived into ulti- 
mate revolution and immediate disrup- 
tion of the present economic system. 

In the light of these facts the em- 
ployer cannot be complacent about the 
problem of Communism in labor. It 
would be fatal short-sightedness if he 
were so preoccupied with immediate 
problems that he overlooked the master 
strategy and the underlying motiva- 
tion. And it would be quite unfortu- 
nate if he were to feel that normal 
techniques and usual procedures in in- 
dustrial relations would be adequate to 
meet problems of this nature. 

The analysis given here leads to one 
primary conclusion, that the ousting of 
Communists from labor unions is a 
highly complex problem. It is mainly a 
task for the workers themselves. With 
them, good will is essential but not 
enough. Skill, experience, and intelli- 
gence are required to perfect the or- 
ganization needed to beat a Communist 
political machine. In this struggle, the 
employer can help substantially, even 
though indirectly. If he is alert to 
Communist tactics, vigilant in avoid- 
ing their traps, and careful not to give 
them help, he will encourage the decent 
element in the union to remove subver- 
sive leaders. The fact that his aid is 
indirect and often of the negative type 
does not make it the less important or 
essential. On the contrary, an intelli- 
gent application of the principles out- 
lined here would contribute tremen- 
dously to the task. But, if the em- 
ployer is not awake, the burden of the 
non-Communist opposition is increased 
many fold. 

The difficulties to be found and 
overcome should not be exaggerated. 
The underlying realities of the situa- 
tion all favor the non-Communist op- 
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position. The majority of the workers 
oppose Communism and wish honest 
union leadership. The Communists can 
usually be relied upon to be their own 
best enemies, through their neglect of 
duty and intense interest in outside 
matters. A well-informed employer 
can do much, without interfering with 
union activities or otherwise running 
afoul of the Wagner Act. General 
public sentiment today runs against 
Communists, their goals, and their 
methods. Accordingly, patience, skill 
and diligence will produce results 
which should be most gratifying. 

From the larger point of view, the 
cleansing of the labor movement of 
Communism will have important re- 
sults for the entire country. It will lead 
to sounder, more peaceful, and more 
reasonable labor-management _ rela- 
tions. Furthermore, it will hurt the 
Communists badly in their fifth-col- 
umn work for the Soviet Union. Of 
their four main types of activity— 
labor, minority groups, government, 
and propaganda—labor is considered 
basic. The removal of this support will 
cripple their work in other fields, espe- 
cially if direct attacks along all these 
lines are made simultaneously. Coun- 
termeasures are apt to be ineffective 
unless such simultaneous efforts are 
made on all fronts. 

Communism and Communists have 
nothing to offer to the American peo- 
ple. Machiavelli pointed out four hun- 
dred years ago that, in the beginning, a 
disease is hard to diagnose and easy to 
cure; but if neglected it becomes easy 
to diagnose and hard to cure. It is in 
this spirit that the Chamber of Com- 
merce submits this report. 








Dangers of Uniformity 


Nationwide uniformity is the deadly 
enemy of decentralization and pioneer- 
ing expansion in new areas. Some of the 
antagonism of unions to reinvestment of 
undistributed profits seems to be based 
on fear that decentralization would re- 
sult. Here is one of the points on which 
national and local union policies can de- 
velop conflicts that may not be solved 
in the public interest. 

The statement is often made that 
there will be fewer strikes if industry- 
wide collective bargaining is generally 
adopted. 

There is no doubt that the absence of 
production stoppage is a great and im- 
portant item, provided that peace is 
maintained at fair terms. But what has 
been gained if in preventing a larger 
number of overall stoppages we set the 
stage for a small number of major ca- 
tastrophes? We would then have estab- 
lished what has been described as collec- 
tive bludgeoning rather than economic 
peace. 

Cyrus S. Ching, Formerly 
Director of Industrial and Public Rela- 
tions, United States Rubber Co. 














Twelve Rules for “Teamwork” 


By Colonel John R. Howland, A. U.S. (Inactive) 


With all the problems and all the im- 
perfections of Army life that will have 
impressed themselves upon the now re- 
turned veteran, it must be admitted that 
the Army organization system made pos- 
sible bringing together millions of men 
and organizing them into a single team 
within a space of months, with success 
unparalleled in the history of human or- 
ganization. Out of all this, it is possible 
for those who have experienced such 
teamwork, with its virtues and its im- 
perfections, to draw conclusions and to 
carry on with them, into civilian business 
life, lesssons that are as true outside the 
Army as they are inside. 

Teamwork is an essence that must be 
instilled into every human enterprise, not 
only to assure the greatest and most efh- 
cient results, but to assure happiness and 
growth to the personnel concerned. 

In functioning like a team, each indi- 
vidual of the group carries his own fe- 
sponsibility, assists others to accomplish 
theirs and controls his personal actions 
and words so that the common objectives 
are served fully, regardless of what else 
may result. 

The achievement of teamwork must 
start at the top, recognize fundamental 
principles, employ real but carefully con- 
sidered controls and follow a system that 
permits the use of the combined resources 
available; and do this in a natural, un- 
stilted, unpressured fashion. 

The problem should be studied and 
mastered by all those having authority 
over groups of mortals numbering two or 
more. 

The basis for teamwork looks simple 
when placed on paper. In actual life it 
exists only where some strong influence 
favors the exercise of self-restraint. Those 
who feel an overwhelming impulse to 
assert their individual power, intelligence 
or displeasure must feel a stronger loyalty 
to the common cause and a stronger pur- 
pose for unity. This is as true at the top 
as at the bottom of the ladder. Where the 
spirit exists and the system is flexible 
enough to survive a reasonable number 
of normal human digressions, the enter- 
prise will gradually grow stronger, even 
rising a step in reaction to each failure. 


SERVE ONE MASTER 


Twelve cardinal rules must be recog- 
nized in framing the system within which 
teamwork is to be expected on a perma- 
nent basis. These may be discussed in the 
order of their importance. 

(1) Although it seems almost trite 
to quote the old adage, “A man can- 


not serve two masters,” it is surprising 
how often that is tried in executive life. 
A junior is placed in a position where he 
receives absolute and conflicting orders 
from two or more sources and must, him- 
self, decide to which one he will give 
priority. Too often the junior has no one 
who will give him clearance or assistance 
on things that must be done and he is 
left to violate one instruction in accom- 
plishing another and to, himself, shoulder 
any blame that may result. Teamwork 
cannot endure in such a situation. Even 
though the willing worker tries to co- 
operate reasonably with each of his sen- 
iors, a breakdown of morale is mathe- 
matically certain. Every man, whether he 
be sweeper or vice president, must have 
only one boss and, affirmatively, must 
have a boss—one person to whom he is 
responsible for results, who will establish 
the basis of his work and the latitude of 
discretion to be exercised by him. The 
boss must accept responsibility for the 
worker’s activities, his results and mis- 
takes and for giving to the worker con- 
ditions that are mutually regarded as 
workable. There is no reason why the 
worker who knows his own field and his 
own boss cannot accept directives from 
others, as long as they fall within the 
realm of discretion permitted him, but 
he and all concerned must understand 
that his time and effort and purpose are 
established solely by his immediate su- 
perior. 

Even the top chief should not reach 
past his juniors to those who work for 
them, but in occasions where such a situ- 
ation is inevitable, it must be understood 
as mandatory for the worker, thus receiv- 
ing direction from anyone to whom he 
is not personally and directly responsible, 
to inform at the first opportunity his per- 
sonal boss of the contact with higher 
authority and of any diversion of effort 
resulting. 

Any executive must know at all times, 
at least in a general way, those who are 
working for him and what they are doing. 
Any system that permits diversion from 


this principle will break down. Con- 
versely, however, the one boss system 
gives men assurance and confidence in 
themselves and they grow in value and 
effectiveness under it. 

(2) Men also must have personal re- 
sponsibility. Instructions to them should 
often follow the age-old military prin- 
ciple of describing the objective, the at- 
tendant circumstances and effective tim- 
ing, and leaving the detailed perform- 
ance to the man. Care, of course, should 
be taken not to assign a task to a man 
whose known qualifications and experi- 
ence do not make it possible for him to 
act reasonably. But a failure in this re- 
gard is a fault of the boss if the man has 
acted sincerely. Perhaps the orders were 
inadequate in scope or even wrong, where 
divergence could exist between intended 
and apparent meaning. Performance 
should be studied from the sincerity of 
effort and intelligence of application to 
the problem as understood. And where 
results are imadequate, the superior 
should reconsider his method of instruc- 
tion or his selection of the worker. But 
the man must have a personal responsibil- 
ity to contribute to the project—with the 
certainty of acknowledgment for work 
well done. He must understand that his 
effort must be open to question and re- 
jection, that he must stand responsible 
and profit by mistakes. And, he must 
have the right to make mistakes and to 
grow. The building of a team is a long 
process wherein the chief at each level, 
all the way from top to bottom, is part 
teacher, giving the opportunity and striv- 
ing to get the personal contribution of 
his juniors to the overall work. 

(3) Too often, and more often in 
large organizations than in small ones, 
responsibility is assigned but neither the 
authority nor the tools exist. Sometimes 
the worker must get clearance to act from 
persons with whom he has no basis for 
contact. Sometimes the system is too com- 
plicated. Any man to whom responsibil- 
ity is assigned must have clear authority 
to carry it out. Sometimes the scope of 








“IT’S THE EVERLASTIN’ TEAMWORK . . .” 


Even before the days when ” ‘omer smote his bloomin’ lyre,” to use the words 
of Rudyard Kipling, it was recognized that results require, in the same author's 
words, “the everlastin’ teamwork of every bloomin’ soul.” But ancient truths 
are oft-overlooked under day-by-day pressures. Colonel Howland’s observa- 
tions will prove interesting and helpful in these days when teamwork is as 
essential as (if not more so, than) ever before! 


—THE EDITOR 
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his responsibility must be limited by the 
authority which can be given him, but 
generally a greater degree of authority 
can and should be granted to a man in 
his specific field. There must be a definite 
understanding to what extent work can 
go ahead on a hypothetical basis and 
what conditions can be tentatively as- 
sumed pending final clearance. Strangely 
enough, there is less danger of over-as- 
sumption of authority where the matter 
is clearly recognized than where the rules 
must be tacitly broken to accomplish the 
job. And a surprising percentage of the 
working hours can be wasted by inaction 
when adequate authority does not exist. 
In management enterprises far too many 
letters cannot be signed by the men who 
write them, but must go up in a pile to a 
harried chief who signs them, midst other 
duties, depending to a very large measure 
on his personal confidence in the actual 
writer. In every field there are classes of 
work that can be turned over entirely 
to juniors, subject only to such controls 
as are provided by review, after the work 
has been done, for the purpose of assay- 
ing the quality achieved and developing 
policy for future guidance. Mistakes will 
occur, and can be corrected, but the over- 
all result will be an increase in effective- 
ness and a growth in the personnel who 
feel a personal final responsibility. 

The question of tools is also one that 
should be self-evident. It must be re- 
membered that the time of men is far 
more costly than good efficient tools and 
that time cannot produce any of a great 
many products without such tools as the 
worker may find necessary. 

(4) Daily contact between the worker 
and his boss is an essential of teamwork. 
The man will not effectively perform his 
work day after day in an executive vac- 
uum. He wants to know that what he is 
doing is known, if he is really produc- 
ing. And the boss wants to know if he is 
not. Too often the junior is left to make 
the contact and may not be able psycho- 
logically to do it in a normal easy man- 
ner. In such cases, he either decides his 
work is not of sufficient importance to 
trouble the boss, and becomes spiritually 
a hermit—gradually withdrawing men- 
tally from the team, or he decides to force 
himself on the boss with manufactured 
and, too often, trivial matters. Where 
each man has one boss, definite respon- 
sibility and adequate authority, there will 
be plenty of occasion for him to seek 
his chief or to be called in or visited by 
him as may be appropriate. But if no other 
basis exists there may be a daily meeting 
at each level where all men personally 
responsible to the chief appear. This 
should be short, lasting from fifteen to 
twenty minutes at the most, but affording 
in headline manner an opportunity for 
each to know the subjects covered by the 
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others and to himself assert his contribu- 
tions to the team. 

(5) There must be written records. 
These will obviate many disputes concern- 
ing responsibility and will be invaluable 
to the individual and to management in 
appraising work accomplished. Generally, 
they need not go so far as the excellent 
practice of lawyers and doctors, who 
maintain a work diary. But any note or 
instruction that impinges upon policy or 
responsibility or authority must be re- 
corded in writing. The character of such 
writing, however, is important. Most or- 
ders cannot be given effectively in writ- 
ing and disputes or reports on contro- 
versial subjects cannot settle matters in 
writing alone. There must be personal 
conversations in conference or by phone 
and a written memorandum should be 
regarded as the confirmation of under- 
standings reached. Any organization striv- 
ing for teamwork should make written 
confirmations a natural habit, with copies 
available to every person logically con- 
cerned and an adequate system of filing 
them, available for follow up or refer- 
ence. 

DivIDE THE WORK 


(6) Work must be divided. There is 
no point in having ten workers avail- 
able if the chief does all the detail work 
or so sharply controls the efforts of his 
subordinates that they spend hours in line 
for his personal approval of what they 
do. The chief has much that is distinctly 
within his realm and which he must per- 
sonally do. His day, however, must an- 
ticipate the devotion of hours to reading 
reports and background material and to 
talking with other chiefs and with his 
assistants. Every bit of work that can be 
delegated must be turned over to a junior 
to accomplish, whether it is roughing 
out letters, making graphs or charts, brief- 
ing matters of various types or prepar- 
ing routine schedules. The top man cor- 
rects or insists on completion of faulty 
work that is placed before him ‘‘ready to 
go.” The worker assigned to a particular 
task will learn its requirements, adding 
his own contribution where he feels he 
has responsibility—and the chief will, 
himself, grow in practicing the teaching 
roll. Above all, he will have adequate 
time to do all his work with sufficient 
attention and preparation. 

In dividing the work, the background 
and capabilities of the worker must be 
considered. A competent secretary or 
bookkeeper will not continue long on 
straight typing and a laboratory assistant 
will not stick to checking figures. The 
prime responsibility of the senior is han- 
dling his personnel and he must be ever 
mindful of it so that all juniors may 
acquire and maintain a team spirit. 

(7) There is a military principle that 
should have wider recognition in every 
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type of activity: the principle of “com- 
pleted staff work.” It looks toward a 
positive contribution in every contact be- 
tween the junior and senior. The engi- 
neer, in reporting a failure to his superior, 
should present at the same time his pro- 
posed solution to the difficulty. The spe- 
cialist in any branch who receives letters 
or orders that require answer should pre- 
sent them to his chief with a proposed 
answer complete and ready to go, if 
signed. This system assures to the senior 
the opportunity to consider the greatest 
number of questions and to the junior 
the maximum exercise of his responsibil- 
ity. It assures a direct and pointed contact 
between the junior and his chief with a 
definite agenda—the problem whose con- 
sideration from every angle is repre- 
sented by the proposed answer or action. 
It makes for real teamwork where seri- 
ously practiced, particularly if the senior 
does not insist upon trivial corrections 
and revisions. There are many ways of 
doing almost everything and a substan- 
tially correct solution if approved will 
often accomplish any needed result and, 
in overall effect, will be more valuable 
than a minutely revised substitute that in- 
volves more expenditure of time than the 
subject is worth and results in a complete 
submersion of the junior’s initiative and 
personality. 

(8) Coordination of effort is often 
difficult to master, where the mental ap- 
proach to it is not sound, and failure 
in this regard is often blamed to the 
one-boss system. Consider the case of 
parallel departments, each of which has 
an engineer but in which each engineer 
is responsible to his own department head. 
Obviously, a final policy to employ iden- 
tical equipment in the two departments 
is a matter to be decided by the person 
to whom the department heads report. 
But, that is not to say that the engineers 
should not fully exchange information. 
Men in like work are almost certain to 
do this anyway and where one depart- 
ment head tries to keep his work secret, 
either to cover failures or to reap indi- 
vidual praise, the matter goes “under- 
ground” or an unhealthy rivalry results. 
Men in like work should be encouraged 
to exchange information freely and to 
recommend for executive decision such 
changes as will provide more effective co- 
ordination. Even where factors exist which 
make it undesirable, from an _ overall 
point of view, to carry out many of the 
recommendations, the man who must 
make the decisions can receive the facts 
from his experts only where they have 
authority to maintain close technical con- 
tact and to be mindful of the need for co- 
ordination. Although engineers have been 
referred to in this paragraph, the prin- 
ciple is equally important in every spe- 
cialized field of activity and the specialists 
in the lowest departments will be far 
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more useful to their immediate superiors 
if they can expect contact and guidance 
from the senior accountant, attorney, en- 
gineer, draftsman, etc., of the company, 
through channels that are independent of 
the direct executive chain of command. 

(9) All the precepts that have been 
recited are essential, but they can come 
to full effect only when the entire en- 
vironment and atmosphere bespeaks 
a close-knit organization. Habits of 
thought and actions which make for 
teamwork are easy to achieve where the 
spirit of mutual help and consideration 
are evident in the personal features of the 
office. Neatness and cleanliness, the clear- 
ance each day of that day’s routine mat- 
ters, competent filing and cross reference 
facilities are important but, above all, the 
habit of the personnel to treat each other 
as human beings must be fostered. It 
takes little effort to smile and say “good 
morning’ or “good night’ and both 
parties to each greeting will benefit. The 
normal courtesies, such as giving full at- 
tention during conversations or yielding 
precedence at the doorway or in a narrow 
corridor, are little things of great spirit- 
ual importance. There is no room on any 
team for discourtesy, whatever the provo- 
cation. 

Another factor that must be recognized 
is the human need to discuss real and 
fancied wrongs. This is particularly true 
among women, but is also true among 
men, and no office can fully function 
where the chief cannot be reached for 
personal consultation in emergency and 
where a lesser but level-headed individual 
is not available to listen at all times to 
the personal problems of the worker, 
ready to give sympathy or advice or rec- 
ommend to management the corrections 
of problems thus disclosed. Moreover, 
every human being requires encourage- 
ment, and, as a cold practical fact, will 
work harder and more intelligently if 
even so little reward as a smile can be 
anticipated. 

(10) Where a system has been 
evolved that makes teamwork possible 
and where personal and business cour- 
tesy and encouragement have been pro- 
vided, effective effort can result—but 
lazy inefficiency can also grow up un- 
less there is an absolute system of con- 
trol so that top management can spot 
evidences of non-production, inatten- 
tion to duties or the use of bad judg- 
ment. Controls, so far as_ possible, 
should be unobtrusive and should be ap- 
plied at points where positive informa- 
tion can be obtained with the least time 
lost from production. A simple daily re- 
port on the chief's desk indicating ship- 
ments and returns, employees on the job, 
sick and absent and the like, and another 
setting out the salient financial facts of 
the operation have long been recognized 
as essentials of management. In addi- 
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tion, carbon copies of the routine reports 
or tickets normal to the business opera- 
tion at selected key points and extra 
copies of certain types of letters, on dis- 
tinctive colored paper, may be routed to 
the main file by route of the chief's desk, 
and are quite valuable. He can quickly 
review the flow of work through bottle- 
necks or the actions taken by his juniors 
and make inquiry where things do not 
seem right. Such review is essential at 
the beginning of a new organization and 
periodically thereafter, and is preferable 
to creation of special reports and to the 
channelling of correspondence for review 
prior to its release. Not only are im- 
portant time factors involved, but the 
juniors are thus forced to stand on their 
own feet and these controls will not be 
looked upon as non-productive evidences 
of bureaucracy by the personnel who are 
striving for their maximum production 
er man hour. 

(11) All persons worthy of parts in 
a team look forward to advancement 
and must actually experience reasonable 
increases in pay and_ responsibility. 
This must not be overlooked because the 
person has always been satisfactory in a 
given post. Persons who do not earn in- 
creased pay or elevation in rank should 
be separated from the organization in 
slack periods or transferred to activities 
where they can earn promotion, rather 


than being carried from year to year as 
mere cogs that are too unimportant to 
matter. Every person in the organization 
matters and must know that he is making 
forward strides. Similarly, each person 
in authority must have his work so or- 
ganized that his absence will not wreck 
the team; it is his duty to develop one of 
his juniors as an understudy. He must 
give him every opportunity to learn the 
entire work and must understand that 
he himself cannot receive promotion un- 
less he has developed his own successor, 

(12) The final factor that must be 
studiously developed is loyalty. The 
whole operation must be carried on with 
the presumption that loyalty exists in each 
individual to his chief and to the enter- 
prise, and in each chief to his juniors, 
Unloyal acts and talk must be discour- 
aged by eliminating their basis and by 
positive example from the top down. 
Loyalty is not something that can be 
bought or commanded, but it can be 
earned and fostered, particularly where 
it is recognized as the free gift of the 
junior to those who recognize his human 
needs and his right to establish himself 
as a free man who elects to work in union 
with others for a common good. 

In final analysis, teamwork is a human 
achievement and can be developed where 
human interests are fully taken into ac- 
count. 


Federal Debt, Expenditure and Tax Program 
Recommendations are Outlined 


A study of public debt policy, fi- 
nanced by the Falk Foundation, advo- 
cates continued retirement of the pub- 
lic debt, a reduction in Government 
expenditures, and the establishment of 
a taxing system which would promote 
a “flourishing economy under which 
the debt burden may be carried more 
easily.” Written by Benjamin U. Ratch- 
ford, professor of economics at Duke 
University, the study is the fourth re- 
viewed and approved by the Commit- 
tee on Public Debt Policy headed by 
W. Randolph Burgess, vice chairman 
of the National City Bank. 

The present tax revenue scale should 
be revised, the study insisted, because it 
exacts “heavy and increasing penalties 
upon those who make the extra effort, take 
extra risk and assume extra responsibility.” 

In calling for a cut in Government 
expenditures, the committee asserted 
that the ‘‘vast and complex” Govern- 
ment structure is ‘“‘out of control’ and 
in need of streamlining. However, it 
warned against indiscriminate retrench- 
ment that might impair essential serv- 
ices, “particularly those which have 
neither dramatic public appeal nor 
lobby to support them.” 


The Ratchford study raised the ques- 
tion whether policies governing mili- 
tary expenditures have been adjusted to 
the implications of the new scientific 
methods of warfare, or whether money 
is being spent on obsolete weapons, 
equipment and training. Also ques- 
tioned was the payment of unemploy- 
ment allowances totaling a billion dol- 
lars to veterans at a time of widespread 
labor shortage. 

Public expenditures on projects for 
development of transportation, com- 
munication and natural resources should, 
in an inflationary period like the present, 
be deferred until a time when such spend- 
ing could be made an aid to economic 
stability, the study suggested. 

Debt reduction is desirable, the study 
said, not alone because of the inflation- 
ary danger of the accompanying ex- 
panded money supply, but because its 
great size restricts the freedom of the 
Treasury and the Federal Reserve sys- 
tem, because it magnifies the scrious- 
ness of debt management mistakes, and 
because it renders more formidable the 
problem of financing a future emet- 
gency without monetary disturbance. 
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IT WON’T FLAG AN OCEAN LINER 














Or improve your golf, or even fry eggs. 

The Comptometer Payroll Plan is not a 
“see all — do all” . . . it has only one job — in 
the office — and it does that job thoroughly 
and fast. 

This money-saving plan, simplicity itself, 
provides final records from original postings. 
No wonder office staffs hail it as a payroll 
time-saver. 

By posting directly to the employee wage 
statement, wasteful — and needless — copying 
is gone forever. Five important operations are 
completed on one short form — bringing, as 
a direct result, important bookkeeping and 
filing economies. 

Find out about the Comptometer Payroll 
Plan. It requires no elaborate machines. It 
requires less labor, regardless of the size of 
vour payroll. It guards against error. It is sav- 
ing money for businesses of every kind and size. 

Your nearest Comptometer representative 
will gladly demonstrate. 


ComPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
Made only by Felt & Tarrant Manufacturing Co., 
Chicago, and sold exclusively by its Comptometer 
Division, 1734 N. Paulina St., Chicago 22, Illinois. 
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Scanning the Controllership Scene 








Anti-Trust Fine Not Tax-Deductible Expense 

A company which pays money to settle an anti-trust suit 
cannot claim the payment as a business expense deduction 
for income tax purposes, the U. S. Tax Court ruled early in 
December. This holds true even if the company claims to 
have been innocent of the anti-trust charges, the court de- 
cided in a case involving a $19,000 Internal Revenue Rureau 
claim against an Indiana corporation with main offices in 
New York, the Associated Press reported. 

The company said it paid the State of Texas $100,000 in 
1939 to settle its part of a civil anti-trust suit the state had 
brought against it. The company stressed that it denied the 
charge specifically in the settlement agreement. 

The Tax Court, in an opinion by Judge Byron B. Harlan, 
ruled: 


“That $100,000 was not a charitable contribution by the 
taxpayer to the State of Texas. It could not well be classified 
in any other category than as the payment of a penalty. 

“We cannot hold that the payment of a penalty in settle- 
ment of an alleged violation of law is an ordinary and neces- 
sary expense of business.” 


Stimulating Stockholders’ Interest 

According to a survey of 100 representative companies, by 
the Association of National Advertisers, more and more 
companies are seeking greater stockholder interest in com- 
pany affairs. The survey indicated that 75 companies have as- 
signed responsibility for stockholder relations activities to a 
man or department. Techniques used to increase stockholder 
interest include: Informative annual reports, interim reports, 
and comprehensive replies to stockholders’ inquiries. 

The survey disclosed that, of the 100 companies consulted, 
23 send house organs or news letters to stockholders regu- 
larly, 12 send letters of regret to sellers of stock, and 49 send 
letters of welcome to new stockholders. 


Gains for Smaller Manufacturers Noted 

Although fears were expressed during the war years that 
the concentration of war orders in large manufacturing op- 
erations would result in a further concentration of business, 
during postwar years, in the hands of “industrial giants,” a 
recent study of the Department of Commerce, published in 
the “Survey of Business’ for November, indicates these 
fears have not materialized. 

Comparing the financial position of the 200 largest firms 
with 800 smaller manufacturers, the study concludes that 
“according to the assets measure of size there was some de- 
cline during the war years in the position of the 200 largest 
manufacturing corporations in relation to the total for all 
corporate manufacturing.” 

The study, likewise, concludes that the 200 largest cor- 
porations had smaller increases in sales, in profits before 
taxes and profits after taxes, and in working capital, than 


did the 800 smaller corporations whose operating results 
were also analyzed. The ratio of net profits after taxes to 
sales declined more for the larger corporations than it did 
for the smaller companies while the return on net worth 
showed a smaller increase for the larger companies. 

Commenting on the findings, “The New York Times’ 
noted that “the 1,000 corporations surveyed held over half 
of all the manufacturing assets and accounted for somewhat 
less than half of the dollar sales. This was about the same 
degree of concentration of control that prevailed before the 
war. That there is nothing static about the composition of 
the largest group of corporations is indicated by the fact that 
twenty-six com panies which were in the largest 200 in 1939 
did not so qualify in 1946 and were replaced by other com- 
panies which had surpassed them in size.”’ 


How to Establish “File Breaks” 


Uniform files are easy to set-up if you can know in ad- 
vance approximately how much drawer space each alpha- 
betical division will require. The telephone directory is of 
no help in this respect because it is a general list including 
individuals, business firms, multiple listings of the same 
name, and so on, a recent issue of ‘Systems’ points out. 
But there is a handy guide available which is invaluable in 
helping you to determine the file breaks you need. It is the 
national list of letter frequencies given in percentage fig- 
ures. Column 1, shows the letter frequencies in a list of 10 
million or more and column 2, the percentages in a list of 
65 million or more. 


I 2 I 2 

A 3.0 2.92 N 1.7 1.78 

B 10.0 9.38 O 1.4 1.47 

C 72 7-09 P 4.0 4-94 

D 4.7 4.88 Q 0.1 0.16 

E 2.0 1.86 R 5:0 5-02 

F 4.0 3.72 S 10.3 10.44 

G 5.0 5.09 T 3.3 3.29 

H 7.6 7.25 U 0.3 0.24 

I 0.4 0.37 Vv 1.5 1.23 

J 2.3 2.70 W 6.3 6.14 

K 4.2 4.38 Xx 0.003 
L 5-0 4.74 Y 1.0 0.559 
M 9.7 9.60 xX 0.655 


Confusing It Is—and Legal Too! 

It is obviously legal for the Civil Aeronautics Board to re- 
quire a company to change its method of accounting so cer- 
tain revenue items will not be treated as income. But, notes 
the New York Journal of Commerce, it is also quite all right 
for the Internal Revenue Bureau to say it does not like that 
method of accounting and require the company to pay taxes 
on the earnings which under CAB accounting don’t con- 
stitute income during a tax year. 

Confusing? The Tax Court admitted as much, but it said 
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that is the way the law reads. Also, it may be a hardship 
and “we have no doubt it is.”” The fact is, says the publica- 
tion, the Revenue Bureau is vested with discretion in pre- 
scribing or approving accounting methods for tax purposes 
and that, in the view of the Tax Court, means there is no 
present remedy where different agencies require different 
methods of accounting. 


Was It Surplus or Deficit? 

With many agencies and bureaus of the federal govern- 
ment providing ‘“‘guidance’’ for business as to its activities 
and procedures, it is interesting to note a recent Associated 
Press dispatch from Washington, D. C., which reports that: 


A former official of the General Accounting Office de- 
clared today the government keeps its books so badly that no 
one yet knows whether it had a surplus or a deficit in its in- 
come last year. 

T. Coleman Andrews, former director of the GAO cor po- 
rate audits division, said that actually the budget surplus of 
$757,000,000 announced by the Treasury when the 1947 
fiscal year ended last June 30 was just a balance of cash. 

Even businesses which are broke and operating at a deficit 
usually have some cash on hand, Mr. Andrews added in a 
statement prepared for a House executive expenditures sub- 
committee. Mr. Andrews said he was told that the supposed 
budget surplus did not include billions of dollars of disburse- 
ments by the Army and Navy made prior to June 30 but not 
reported to the Treasury until later. 

The same was true, he added, of unpaid vouchers covering 
more billions of dollars for goods and services purchased and 
used by the hundreds of departments, agencies and other or- 
ganizations of the government during the fiscal year. 

Mr. Andrews asked: “How on earth can anyone sa) 
whether there was a surplus ov a deficit for that year unless 
and until they are taken into account?”’ 

The former GAO official was the first witness called by the 
subcommittee in a discussion of bookkeeping practices by the 
Reconstruction Finance Corp. as a prelude to a full-dress in- 
vestigation of government purchases during the war. 

“Perhaps the most serious situation,” Mr. Andrews said in 
his prepared testimony, “was the use of RFC as an agency for 
the making of expenditures without appropriations.” 


Explaining Profits to Jobholders 

Pitney-Bowes, Inc., Stamford, Connecticut, recently in- 
augurated an annual jobholders’ meeting for its 1,400 em- 
ployees at its postage meter factory. The meetings, all on 
company time, were held during the week of the annual 
stockholders’ meeting, reports “American Business.” Wal- 
ter H. Wheeler, Jr., president, reported the year’s financial 
operations, present problems, and future plans to company 
employees. Workers were divided into six groups, consist- 
ing of 250 employees each, and 114-hour meetings were 
held over a 2-day period. 

Mr. Wheeler gave every worker the story on invested 
capital, surplus, and depreciation. He covered problems of 
sales and production costs, and the subjects of wages and 
officers’ salaries, frankly explaining that his own “‘take 


home’’ pay, after taxes, is equal to that of ten average com- 
pany employees. He answered workers’ questions from the 
floor, which ranged from queries on job evaluation to ad- 
vertising. 

‘Financial meetings for employees have long been over- 
due,” Mr. Wheeler stated. “After all, the industrial worker 
has a big piece of his life invested in business, and we in 
management owe him a report of our stewardship, just as 
we owe a report to stockholders. 

‘Perhaps even more so today,” he adds, “because em- 
ployees’ lack of correct financial information is a major rea- 
son for labor-management misunderstanding in our coun- 
try. Workers today generally believe corporation profits 
average about 25 to 30 per cent. on sales, are willing to say 
that 10 per cent. is a fair return, yet do not know the truth 
which is that profits last year—and a good year at that— 
averaged only 6 per cent.” 


Is Cash Discount “A Psychological Trick’? 

In the opinion of a large number of executives, the cash dis- 
count is actually “‘a psychological trick.” Its cost is figured into 
the price of the items being sold and there is no real saving to 
the buyer who avails himself of it. What really happens, these 
executives state, is that the late payer is penalized by the loss of 
his discount. 

Manufacturers, speaking as sellers rather than buyers of 
goods, are sharply divided regarding justification for cash dis- 
counts, according to the latest survey of business practices con- 
ducted by the National Industrial Conference Board. 

The predominant opinion was that cash discounts have no 
“economic value” but are a “carry-over from earlier days when 
money was scarcer, credit risks greater and collection proce- 
dures more expensive than currently.” The opposing view was 
that cash discounts are a business asset as they hasten collec- 
tions and reduce bad-debt losses. 

In response to the query as to the basis upon which cash dis- 
counts were established, a large number of executives reported 
that the origin of their discounts was lost in antiquity. They 
presumed that they were once based upon prevailing money 
rates or established in keeping with discounts allowed by sup- 
pliers. 

Many executives expressed belief that the cash discount 
should be in the vicinity of the prevailing interest rate. At the 
same time, they added, it must be large enough to induce pay- 
ment, be in line with competitors’ discounts and take into con- 
sideration long-established customs of wholesale and retail 
channels of distribution. 


$10 Millions in Undisclosed Bank Shortages 

If every bank in this country should close its doors and 
liquidate its assets, the final result would be $10 millions 
less than the figures called for in the balance sheet statement. 

This dramatic presentation of the fact that, today, at least 
$10 millions in undisclosed shortages exist in banks, was 
reported to the twenty-third annual convention of The Na- 
tional Association of Bank Auditors and Comptrollers, by 
Paul D. Williams, second vice-president of the Association 
and comptroller of the Corn Exchange National Bank & 
Trust Company, Philadelphia. 

—PAUL HAASE 








Public Relations and Controllership 


In a recent discussion of public rela- 
tions and controllership, Mr. F. P. Haga- 
man, a member of the Controllers In- 
Stitute, who is executive assistant control- 
ler of Standard Oil Company of New 
Jersey, New York, presented a series of 
observations from which have been 
gleaned the following highlight para- 
graphs: 


In our company we do not practice good 
public relations with just our customers, or 
just our employees, or just our public officials, 
or any other special groups of people at spe- 
cial times. We practice these good relations 
with the general body of mankind at all times. 
Thus, our public includes everyone to whom 
we sell, and from whom we purchase. It in- 
cludes all of our employees; every govern- 
ment official; men, women and children in all 
walks of life. It includes every human being 
who knows us or is likely to know us. And 
that is why every department of our company 
is a public relations department and every em- 
ployee of the company a public relations agent. 
Public relations and employee relations are the 
functions of our business that not only can be, 
but must be, practiced by every one in every 
department of the company. 

We do not have good Controllers’ Depart- 
ments, or good Medical Departments, or good 
Law Departments, or good Sales Departments, 
or good Manufacturing Departments unless 
they are good Public Relations Departments. 
We do not have good employees, whether they 
head up their functions or serve in the ranks, 
unless they as individuals are good public rep- 
resentatives. And so, when some of us think 
we are public-relations minded the experts in 
this field are properly pleased and encourage 
our efforts. We do not expect nor want our 
legal work, or our accounting or medical, or 
engineering, or any other technical work to 
be done outside of the respective departments 
that employ specialists for the purpose. But 
we should, and do expect every employee in 
every department to build good-will for the 
Company... . 

AVOID VERBAL WARFARE 

It seems fashionable just now to say that 
we are being outdone by various aggressive 
groups of certain types, by economists who 
have gotten away from their professional im- 
partiality, by socializers and others in reach- 
ing the public. You can pick up almost any 
current business magazine and find a clamor 
for business to defend itself more effectively 
in the press. With some of the current ideas 
about the need for action, I find myself in 
agreement—however, I believe the problem is 
more basic than can be solved by industry’s 
engaging in verbal warfare in the public 
press. : 

It seems to me that, without relaxing our 
activities on any other front, industry's best 
bet would be to concentrate upon putting 
some part of its effort in public relations on 
a broad person-to-person basis where it is most 
effective. It has been said that ‘‘People be- 
lieve more readily what an acquaintance tells 
them than what they hear from an unknown 
source.” 

All of you are familiar with the various 
surveys to find out what the public thinks 
of business profits. The results of surveys of 
this character are said to be startling and un- 
believable. The conclusions of some of these 


surveys to the effect that the public reads 
very little about business profits, for example, 
and believes little of what it does read, is not 
so astonishing to those of us who have been 
interested in public psychology. 


EARNINGS AND THE PUBLIC 


The amount of money which business should 
make is a matter of great concern to many 
people, and much governmental action and 
policy have stemmed from this issue. Labor 
policy is frequently based upon the current 
level of earnings as disclosed in the various 
financial reports made public. Industry has been 
inclined to fear publicity on the earnings ques- 
tion, and perhaps rightly so. The reasons have 
been various, but paramount among them is 
the fact that this is one of the most difficult 
of issues to handle. Yet, the opponents of free 
enterprise do not hesitate to rush in to say 
how much business ought to be allowed to 
earn, and there have been many theories re- 
cently to use earnings as a lever for wage in- 
creases without price increases. There have 
been many attempts in recent years to im- 
prove financial reporting, and a few efforts in 
the direction of educating the public for under- 
standing the earnings problem. These efforts 
have been good in the main, but it is probable 
that much more has to be done. 

Unfortunately, there are relatively few who 
are qualified to say when the profit level is 
proper or improper. The current year’s earn- 
ings of a company or of an industry is a rela- 
tive thing, and cannot be considered to be 
adequate or inadequate based upon some sim- 
ple index such as per cent. to investment, per- 
centage of sales dollar, per share, or relation 
to the prior year. The earnings level of an 
industry is generally a long range economic 
matter—its adequacy or inadequacy is depend- 
ent upon past economic history, upon its posi- 
tion relative to current factors such as supply 
of raw and finished materials, prices, pur- 
chasing power, and such, and upon plans for 
the industry’s future. One or two years of earn- 
ings are hardly ever a sufficient guide to any 
Opinions concerning the adequacy of profit 
levels. 

Then again, earnings of a company or indus- 
try are dependent upon accounting, tax and 
fiscal policy, and these are matters of short 
and long range judgment and opinion. For ex- 
ample, a published account of earnings is based 
upon such things as write off of plant and 
equipment based upon costs when acquired 
and inventory valuation methods which often 
do not give effect to current levels of produc- 
tion costs. These things are so established be- 
cause of very long range economic and account- 
ing policy and outlook. If profit statements 
were reconstructed to include, for example, the 
effect of depreciation of plant based upon 
current or replacement construction costs in- 
stead of historical costs, and if inventory val- 
uation procedures gave effect to current pro- 
duction costs generally in all industries, then 
reports might show an entirely different pic- 
ture. There are many other factors which 
cause the earnings level of an industry to be 
an entirely relative matter at any one time. 
Profits may be high but at the same time wn- 
Satisfactory. 

Take the question of today’s earnings—large 
in amount for many companies. We should 
know that it is essential to accumulate rela- 
tively big profits today to pay for the increased 
cost of plant replacement. It should be made 
clear that depreciation charged against current 
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profit is inadequate to cover replacement costs, 
This retires the incurred cost of existing plant 
but inflation may put us out of business un- 
less we save enough out of earnings today to 
pay tomorrow's cost of replacement plant. 

Now, how much of the general public is 
educated to give consideration to these factors? 
We know from many surveys that the public 
does not even read financial news to a great 
extent, but gets its opinions from front page 
stories of extreme cases. The salaries of top 
business executives are quoted in newspapers 
with little regard for the cut which taxes take 
from those salaries. These facts lead us to 
believe that there is a field for public relations 
to expand its present efforts and provide some- 
how a better basis for public understanding 
of the financial results of private enterprise. 
This should be done in a manner by which at 
least a more informed public can consider both 
sides of the various questions which arise out 
of the earnings issue instead of only the 
“scare-head”’ side. 

Reverting to our original contention that 
improved employee participation in the public 
relations program will be helpful, I believe 
that our employees could help greatly in under- 
standing and defending the position of our 
particular industry and perhaps private enter- 
prise in general. The job is a large one be- 
cause it first requires very greatly expanded 
educational programs before much can be done 
otherwise. 


ROLE OF CONTROLLERS 


The Controllership function in private en- 
terprise has a great interest in this field, since 
one of its major responsibilities is the determi- 
nation of earnings and interpretation in the 
light of the many financial and economic fac- 
tors affecting the well being of the Company. 
Good work has been done by controllers in 
their respective companies—we think particu- 
larly in ours. The various professional organi- 
zations such as the Controllers Institute, the 
American Institute of Accountants, and others 
have taken steps recently to improve the situa- 
tion. 

Much has been done to show in financial 
reports the share of income which goes to 
labor, and in some cases the relationship of 
current earnings from a historial viewpoint 
with some emphasis upon the transient nature 
of the current earnings picture. However, most 
of these developments have been aimed at 
stockholders of the respective corporations with 
little follow-up or utilization of these data in 
public relations programs. 

It seems to me that controllers can do more 
in this direction under a coordinated plan hav- 
ing direct guidance and sponsorship from 
public relations, because the purpose to be 
served are those of the public relations field. 
Controllers have fairly wide contacts available 
to them—both inside and outside their com- 
pany. These contacts, under public relations co- 
ordination, could be much more effectively 
used than they are to date. We controllers 
stand ready for action! 


* % * 


The problem of unemployment—this is 
a point that cannot be too strongly em- 
phasized—is insoluble by any mere ex- 
penditure of public money. It represents 
not a want to be satisfied but a disease to 
be eradicated. SiR WILLIAM BEVERIDGE. 
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Hotels... department stores... banks... businesses of every type — all report 

savings in this range after mechanizing their accounting with National 
Accounting Machines. These savings often paid for the whole installation Sational 
the first year—and then ran on indefinitely! Some of these concerns were 

large—some employed only 50... . Could you cut costs correspondingly? CASH REGISTERS » ADDING MACHINES 


Ask your local National representative to check your present set-up, and ACCOUNTING MACHINES 
report to you fully and specifically. There is no cost or obligation of any kind. 


THE NATIONAL CASH REGISTER COMPANY e DAYTON 9, OHIO 
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The business that 
hated Christmas 


The Amalgamated management 
used to face each Christmas with 
no peace, less good will...and a bad 
case of jitters. Seasonal rush plus an 
avalanche of inventory and auditing 
problems brought on pandemonium 


bordering on paranoia. 


Inevrrasie hazard of the trade? 
Management thought so until the 
public accountant pointed out that 
the fiscal year could easily be 
changed to conform with the 
trade’s natural business year —in 
this case, Sept. 1 to Aug. 31. The 
summer slack concluded a natural 
business cycle; the inventories and 
receivables were at the lowest ebb; 
there was less work to do, more 
time to do it. Financial statements 
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prepared at that time gave a clearer 
picture of business past, provided 
more reliable indices of business 
future, supplied a better base for 
sounder planning. Result: merrier 
Christmases and more prosperous 
fiscal New Years to boot! 

Helping management heighten 
efficiency by plotting the natural 
business year is but one of many 
valuable services which the public 
accountant provides for his clients. 
To do his job well, the accountant 
needs access to fresh, reliable facts. 


McBez is not an accounting 
firm, but our products and methods, 
evolved in forty years, can assist 
accountants by making the facts 
available faster. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N. Y... Offices in principal citves 





TAX ADVANTAGES 
(Continued from page 14) 











proportion to its outstanding stock and 
without a legitimate business reason 
might unwittingly render an otherwise 
tax-free transfer a taxable one, should 
some of the bonds be treated as capital 
contributions. 


CORPORATIONS TO PARTNERSHIPS 


The tax fashion in the war years was 
to convert corporations into partner- 
ships so as to escape the impact of high 
corporate taxes. In a proper situation, 
such a procedure might still be indicated 
today though the business operating 
trend is in the opposite direction. 

Corporate assets cannot be conveyed 
tax-free to a partnership or to a single 
proprietorship. In the process, the trans- 
ferring corporation does not subject it- 
self to tax, however. The immediate con- 
sequence of such action is the realization 
by the stockholders upon the liquidation 
of the corporation of capital gains or 
losses measured by the difference be- 
tween the fair market and not neces- 
sarily book value of the assets received 
and the tax value of the shares they sur- 
rendered. 

In reality the tax advantages at this 
stage are several. In the event of a gain, 
where the assets were held more than six 
months, the maximum effective tax rate 
for stockholders is only 25 per cent. Be- 
sides, these properties, upon being con- 
veyed by the former stockholders to the 
new partnership or single proprietorship 
are transferred at stepped-up tax values. 
Thereupon, if they be wasting assets, so 
much more than on the lower basis can 
be deducted each year as depreciation al- 
lowances. Moreover, whether they be 
wasting or non-wasting assets, the size 
of the profits therein in the future by the 
successor business vehicle is potentially 
diminished. 

On the other hand, in a large measure 
the tax saving in the bargain 25 per cent. 
maximum tax rate can be nullified by the 
Treasury's finding a valuable goodwill 
and adding it to the assets of the corpo- 
ration in dissolution. Under its A.R.M. 
34 formula, the value of goodwill is 
computed by multiplying the earnings 
of a corporation by 5 or 6 after allowing 
8 per cent. to 10 per cent. as an adequate 
return on tangible invested capital. Of 
course, it would be less apt to impose a 
large or any goodwill valuation on a 
corporation if it really had none, or if it 
were a personal service concern, or the 
individual executives enjoyed the good- 
will. Besides, the abandonment of the 
corporation might lead to the loss of 
such non-transferable benefits as the dis- 
coverer’s annual depletion deduction 
based on fair market value rather than 
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Simplified Unit Invoice Accounting 
Plan heralds a new era 


in speed, accuracy and economy 


Praise from users all over the country makes it clear that here is the 
long-sought method needed for faster and simpler accounts receivable 
operations. 
BASIC IDEA: SUIAP is a unit plan that makes it practical for one 
girl to handle all activities on up to 5000 or more accounts, all under 
visible individual record control. 
She authorizes credits from a glance at her record—relieving 
credit officials of all ordinary routine. 
She enters each charge simply by filing the invoice copy in the 
customer’s Kolect-A-Matic Visible Ledger Pocket. 
She ‘“‘applies”” payments by removing copies of paid invoices and 
date-stamping them “PAID”. 
She keeps ledgers in balance by establishing controls for all 
debits and credits. 
She handles routine collection effort accurately and effectively, 
with Graph-A-Matic signal control “spotting” delinquent accounts. 
And not least important, her desk provides certified protection 
of all records, 24 hours a day, not only from fire but from the impact 
of crushing falls it floors should collapse during a fire 
Centralized operations—less paperwork and record writing —faster order 
handling— getting the money in with less effort and less delay! Ideal for 
manufacturers, wholesalers, transport and other organizations. 
For complete details on this cost-saving system, send today for SUIAP 
folder KD-253—write to Systems Division, 315 Fourth Avenue, New 
York 10, N. Y. 


THE FIRST NAME IN BUSINESS SYSTEMS 
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means WASTED ENERGY 


Obsolete equipment means 






















wasted energy in your Business. 
REPLACE with FRIDEN the Fully 


Automatic Calculator. Friden 





produces accurate answers to 
every figure work problem. 
You'll be amazed with the sim- 
plicity of Friden’s exclusive 
touch-one-key operation. Ask 


for a demonstration on your 





own work which will prove 
how wasted energy and errors 
can be eliminated. Call your 
local Friden Agency and ar- 


_‘fange for an appointment... 


“REPLACE With FRIDEN and Save. 


Friden Mechanical and Instructional 
Service is available in approxi- 
mately 250 Company Controlled 
Sales Agencies throughout the 
United States and Canada. 


FRIDEN CALCULATING MACHINE CoO., INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIF., U.S. A.e SALES AND SERVICE THROUGHOUT THE WORLD 
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(Continued from page 32) 





on cost of coal, oil, gas or other natural 
resource, reduced merit rating for unem- 
ployment taxes in some states, and the 
carry-back and carry-over advantages. 

Lastly, the added income from the 
new partnership or single proprietor- 
ship might cause the individual’s aggre- 
gate income to reach almost confiscatory 
surtax brackets. This is the primary rea- 
son for the loss of tax popularity of the 
partnership and the single proprietor- 
ship. 


THE SURREY PLAN 


Reorganizing your business to effect 
tax economy might well await the out- 
come of the agitation for the Surrey 
Plan. Your alternatives of a shift from a 
partnership to a corporation, the crea- 
tion of a family trust, and the transfer of 
your corporate stock to your family 
members should include the Surrey Plan 
in its present or modified form, because 
the prospects of its ultimate enactment 
look bright. 

In its present form, it permits married 
folk in all states the option to divide 
equally their varied incomes, exemp- 
tions, and deductions for tax purposes. 
Its aim is to eliminate the disparity in tax 
treatment of income in the dozen or so 
community property states as compared 
with that of the non-community prop- 
erty states where, in the former and not 
in the latter, income of married couples 
may be halved for tax purposes. 

The present Surrey Plan will not bene- 
fit very low income families, spouses 
with substantially identical income, mar- 
ried folk living apart, individual tax- 
payers as heads of families, and single 
persons. About 4,900,000 couples, how- 
ever will enjoy tax saving thereby. It en- 
tails a loss of about $744 million of Gov- 
ernment revenue. 


Married Couples 


No Dependents Husbands Earned All Income 


Tax 
Net Income Under 
Before Present Surrey Tax 
Exemption Tax Plan Saving 
$ 5,000 $ 798 $ 760 $ 38 
10,000 2,185 1,843 342 
25,000 9,082 6,460 2,622 
100,000 12,854 


63,128 50,274 


| 
\ 


# * # 


A Twentieth Century Fund survey 
shows that American consumers spent 
$8.7 billion for household equipment and 
operation in 1940. This was one-eighth 
of their total expenditures for goods and 
services in that year. 
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Coa yan pot 


The pulse of your business is your records— 
how much is in stock—who owes how much 
—what department needs more men—which 
salesmen, dealers are ahead or behind quotas. 
Do your records tell you these and other 
facts you need to make the right decisions 
to prepare today—for tomorrow’s business? 
They should—and with an Acme Visible 


“Arete t3 @ fme- Satteg 


ACME VISIBLE RECORDS, 


rag a 122 SOUTH MICHIGAN AVENUE + CHICAGO 3, 


Record system—they will. Have an Acme 


systems man analyze your needs. He is a 
specialist in records—trained to show you 
how to get the most out of them, with the 
least effort. Acme Visible Records save execu- 
tive time in using the records as well as cleri- 


cal time in keeping the records. Write us 


today—you will receive prompt attention. 


ILLINOIS 








INC. 














| CORRESPONDENCE | 








Using W-2 Forms 


To the Editors: 
“The Controller’ 

I thought I would drop you a line per- 
taining to a recent manuscript (‘““Why Not 
Use W-2 Forms for Reporting to Social 
Security and Unemployment Boards ?’) 
which I submitted to you on the subject 
of Social Security and Unemployment 
Compensation Taxes, and which may be 
of interest to you. (Mr. Gesick’s manu- 
script was published in the December, 
1947, issue of “The Controller.”’—The 
Editors) 

On November 28, 1947 the state of 
Michigan sent out general instructions 
which changed the procedure on Unem- 








Complements 


Wass you come right 
down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 
NO INSURANCE SOLD 
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ployment Compensation Accounting. One 
of the major changes is: 

“Quarterly wages slips need no longer 
be filed with the Commission. Quarterly 
contribution reports are still required but 
the Commission will collect employ- 
ment data only for individuals who file 
claims for benefits. This data will be re- 
quested from you if and when a former 
worker of yours files a claim for benefits. 
The information which you will be re- 
quested to furnish may be easily obtained 


from your payroll records. Prompt return 
of the requested information is essential 
to the protection of both yours and the 
claimant’s best interests.” 

I think this change in procedure is an 
interesting development and believe that, 
if it can be applied successfully to the 
Federal Government, some of us working 
men will breathe a deep sigh of relief 
and give thanks. 

E. J. GESICK 
December 6, 1947 


Collective Bargaining and the Controller 


Excerpts from an address by William W. 
Miller, industrial relations director, Stewart- 
Warner Corporation, Chicago. Presented at the 
16th Annual Meeting of the Controllers In- 
stitute of America. 


Collective bargaining cannot be 
handled from a legalistic point of view. 
Neither can it be handled from a coldly 
actuarial point of view. Too many con- 
trollers, recognizing this fact, shrug 
their shoulders with relief and say, 
“Thank God, I haven't any responsibil- 
ity for collective bargaining. That’s one 
headache I do not have.” 

This attitude is 100 per cent. wrong 
in my opinion and I believe the control- 
ler has some very definite responsibilities 
in connection with collective bargaining. 
And by being on his toes he can contrib- 
ute a lot to the welfare of his company 
in this field. 

The first and most obvious responsi- 
bility arises when the union presents its 
proposals for a contract. The controller 
must analyze these and determine the 
costs involved in each of these proposals. 

Second, he should devise methods to 
explain these costs as simply as possible 
so the average workman can understand 
them. This involves the breaking down 
of the cost items, the explanation of the 
method of ascertaining them, and the 
use of charts and graphs. An experience 
we had involved the explanation of the 
effect volume has on profits. We had to 
show what variable costs and fixed costs 
were. We had to demonstrate the high 
volume of sales which were required un- 
der existing conditions in order for us 
(1) to break even, and (2) earn our di- 
vidend requirements. 

Third, the controller should suggest 
alternative proposals which will reduce 
or eliminate costs. To take an obvious 
example, let us assume that the union is 
demanding retroactive pay to a certain 
date. Parenthetically, I might say that 
I always fight against retroactive pay 
whenever possible. It may be cheaper, 
however, to pay retroactive pay than to 
make some other concession. Here is 
where the controller should give some 
advice. But more than that he could sug- 
gest a lump sum payment which possibly 


might be less than the retroactive pay 
would be and in any case would eliminate 
the bookkeeping problems involved in 
making a retroactive wage adjustment. 

Fourth, the controller in many in- 
stances can well be a member of the 
group which handles the direct negotia- 
tions. The only ‘‘must” as a member of 
that group is a representative of the line 
manufacturing organization. Whether 
or not the controller or his representa- 
tive should be a member of the team will 
depend on varying circumstances in each 
plant. In one of our plants, for exam- 
ple, the controller’s representative takes 
an active part in negotiations and in 
another he actually is the spokesman in 
the negotiations. 

The most important role the control- 
ler can play in collective bargaining, how- 
ever, arises continually throughout the 
year and not just at the time that a new 
contract is being negotiated. The chief 
aim of any sound labor relations policy 
is to get every employee as well as the 
union representing the employees to real- 
ize that the interests of the company and 
the interests of the employees are the 
same. 

To illustrate what I mean, in every one 
of our union agreements we have an 
“Intent and Purpose” clause which with 
some variations runs as follows: ‘Both 
parties recognize that it is to their mu- 
tual interest and to the best interests of 
both the company and its employees if 
the quality of the company’s products is 
improved and the manufacturing costs 
reduced.” 

We have to make our employees un- 
derstand the economic facts of life. They 
must realize that improved machinery, 
better methods, increased efficiency, and 
every other method of reducing manu- 
facturing cost, provide more jobs, better 
jobs, and more secure jobs for the work- 
ers in the plant. 

A policy of telling employees the 
facts about the company freely and in a 
way that he can understand to my mind 
is one of the best ways of accomplishing 
the desired end. And it is the controller 
who is best qualified to devise ways and 
means of doing this. 
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simple 
versatil 
fast... 





MODEL 92 





MODEL 91 


Simple—no special training needed. Clean, it won’t spoil a secretary’s 
manicure. 
Versatile—letters, forms, post cards, folders... high visibility in black- 
and-white, or in colors . . . saves you money on long or short runs. 
MODEL 90 Fast—always ready for use. No expensive maintenance. No extensive 
daily “cleanup.” 
Electrically driven or hand-operated models. Call the Mimeograph dis- 


tributor near you for a demonstration. 


_~ The Mimeograph brand duplicator 


IS MADE BY A. B. DICK COMPANY 


L_\ MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Patent Office. 








Program Arrangements Announced for Institute’s First 
Southern Conference of Controllers in 
New Orleans, January 23-24, 1948 


Corporate controllers and financial of- 
ficers in the southern and adjacent areas 
are “'setting sights’ for the First Southern 
Conference of Controllers which is sched- 
uled to be held in New Orleans, on Janu- 
ary 23-24 at the Roosevelt Hotel, under 
the auspices of the New Orleans Con- 
trol of The Controllers Institute. 

This inaugural conference—covering 
the Controls in Atlanta, Birmingham, 
Chattanooga, Dallas and Houston—has 
also drawn the attention and interest of 
controllers affiliated with the Kansas 
City, Louisville, and St. Louis Controls. 

Special care has been taken by the New 
Orleans committees to provide a well- 
balanced program which will interest 
both The Institute members in attend- 
ance, as well as wives of members who 
are plannng to visit New Orleans at the 
time of the Conference. 

In addition, the National Board of Di- 
rectors has scheduled its regular meeting 
for Saturday morning, January 24, and 
The Institute’s officers and directors will 
consequently be able to participate in the 
Conference sessions on the preceding day. 

Program announcements by Mr. Dee 
Davis, General Chairman of the Southern 
Conference, indicate that the Conference 
will get underway on Friday, at the Roose- 
velt Hotel, with registration at 11 A.M. 
The opening session will be the Confer- 
ence luncheon, following which The In- 
stitute’s national president, Mr. C. E. 
Jarchow, vice-president and comptroller 
of International Harvester Company, 
Chicago, will be the speaker. Mr. Jar- 
chow has accepted the committee's invi- 
tation to discuss “Current Controllership 
Trends and the Growing Role of the Con- 
trollers Institute in the National Econ- 
omy.” 

Following President Jarchow’s address, 
the afternoon will be devoted to a ses- 
sion on “Corporate Financial Reports,” 
which is being designed to provide for 
an analysis of corporate reports both from 
the controllership and the public relations 
standpoints. Supplementing this session, 
at which the speaker will be Mr. George 
Thomas Walker, of Louisiana State Uni- 
versity, there will be a display of the 
100 ‘‘Best-of-Industry”’ corporate reports 
which won awards recently in the annual 
competition sponsored by ‘Financial 
World,” New York investment and finan- 
cial magazine. 

A guided tour of the French Quarter 
has been scheduled for the wives of mem- 
bers during Friday afternoon. 

A social hour, arranged to serve as a 


Conference Speakers 





Cc. E. JARCHOW 
Institute’s National President 





CLAYTON RAND 
Addresses Conference Banquet 


reception period, will precede the din- 
ner at which the speaker will be Mr. Clay- 
ton Rand, humorist, philosopher and ra- 
conteur. 

Special events scheduled for Saturday 
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include a Mississippi River tour of the 
New Orleans waterfront, aboard the 
yacht “‘Good Neighbor,” as guests of the 
Conference and the Board of Commis- 
sioners of the Port of New Orleans. That 
afternoon, arrangements have been made 
for the attendance at the Fair Grounds 
race track in New Orleans. 

The speaker at the Conference dinner 
on Friday, Mr. Rand, is editor of ‘The 
Dixie Guide,” of Gulfport, Mississippi. 
He has spoken in all parts of the country, 
over many years, at conference of busi- 
ness, social and fraternal organizations. 
Born in Wisconsin, a resident of Mis- 
sissippi at the age of seven, Mr. Rand 
was educated in the south and east. For 
twenty-seven years he has been an edi- 
tor and publisher in Mississippi. 

In 1907 he sold his flock of goats and 
entered the Mississippi Agricultural and 
Mechanical College (now Mississippi 
State) where he worked his way through 
by peddling peanuts. He earned his way 
through Harvard College selling alumi- 
num cooking utensils, and spent one year 
in the Harvard Law School. 


WIDELY-VARIED CAREER 


He sold popcorn machines in New 
Jersey, rang door bells all over the coun- 
try, and eventually returned to Missis- 
sippi, where he was admitted to the bar 
and practiced law. When he found that 
his ideas were too advanced to gain him 
a hearing in the local weekly (1919), he 
borrowed the money to take it over. He 
won two national editorial awards, and 
has contributed a syndicated daily col- 
umn, “Crossroads Scribe,” to a large 
group of newspapers including the Chi- 
cago Daily News, Tulsa World, New Or- 
leans Times-Picayune, Philadelphia Bu/- 
letin, and Cincinnati Enguirer. At one 
time Rand found himself running three 
rural weeklies. He became president of 
the Mississippi Press Association in 1925 
and of the National Editorial Associa- 
tion in 1936. Today he is the owner of 
The Dixie Press at Gulfport, Mississippi, 
and publisher and editor of The Dixie 
Guide. 

He has traveled over much of the 
world, and is the author of three books 
and numerous pamphlets on insurance, 
banking, and business. He published 
“Abracadabra, or One Democrat to An- 
other’’ in 1935. Probably in the late '30’s 
he came out with ‘Servants of Louisiana,’ 
a pocket-sized collection of short biogta- 
phies. In 1940 he finished two books, 
“Men of Spine in Mississippi’ and “Ink 
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for modern business . . . In the new Remington Rand 
electric adding machine, cushioned power gives 
“welcome relief from harsh office clatter. You’ll turn 
a more work with new ease on this quieter, 
faster model—with its longer, streamlined 
motor bars and famous 10-key touch-control 
keyboard. All feature keys are electrified— 
- add, subtract, multiply directly —as fast as 


your fingers will move. For full details, call your 


local Remington Rand representative. 


Cushioned Power: Built-in steel cushions 
reduce noise and vibration—lessen strain 
on moving parts— insure smoother operation 


and longer life. 


Streamlined Action: Longer, feather-touch 
motor bars and compact 10-key keyboard 
eliminate finger groping, speed every opera- 


tion. Completely electrified. 


Free Booklet: Write today for “Ripples of 
Sound,” Remington Rand, Dept. CR-1, 315 
Fourth Avenue, New York 10, N. Y. 











@ 
the new eminglon KAKA oie. tric adding machine 
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on My Hands,” the story of a country edi- 
tor. He is a contributor of features to a 
number of publications. 

A vigorous exponent of the American 
way of life and thought, he has appeared 
before groups in nearly every state and 
several foreign countries. He is a free- 
lancing independent; his invitations, like 
his speeches, are spontaneous. If Clay- 
ton Rand has a technique that can be 
tagged, it lies in his wit, satire, and sen- 
timent. Even when profound he speaks 
with stimulation, for his unkindest critics 
credit him with being sincere and dy- 
namic. 

His is a homespun philosophy that 
springs from the soil of practical experi- 
ence. A product of pioneering forebears 
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who have been building the country for 
300 years, he is American to the core, and 
his gospel is one of patriotism and con- 
structive optimism. He is a good tonic for 
troublous times. 

The members of the New Orleans Con- 
trol who are serving on the Conference 
Committees include the following: 

Program and Speakers, Chairman, Mt. 
James A. Ryan, of Wesson Oil & Snow- 
drift Company, Inc.; Mr. F. P. Ganu- 
cheau, of National American Bank of 
New Orleans; and Mr. Jackson P. Ward, 
of Louisiana Coca Cola Bottling Com- 
pany. Finance and Arrangements, Chair- 
man, Mr. W. P. Stich, of The Leon God- 
chaux Clothing Company, Ltd.; Mr. Jos 
Samuel, of the New Orleans Roosevelt 


the tax help you need— 


igus “HE 


When vou need 1 most 





e e e at the beginning of the year 


Montgomery 


Federal Taxes — 





Corporations and Partnerships 


This annual tax publication gives a clear and understandable pic- 
ture of the law as it stands today—what has changed and what has not. 
Brings together in one place everything needed for tax work of cor- 
porations and partnerships. Up-to-the-minute reporting on hundreds 
of cases brings you abreast of all new developments that have taken 


Conference Chairman 





DEE DAVIS 


Corporation; and Mr. T. A. Hamby, of 
American Creosote Works, Inc. Publicity, 
Chairman, Mr. George J. Springer, of 
Katz & Besthoff, Ltd., New Orleans; 
Mr. Harry K. Oliphint, of Paramount- 
Richards Theatres, Inc., New Orleans. 
Speakers Hospitality, Chairman, Mr. Ed- 
ward J. Armbruster, of New Orleans Pub- 
lic Service, Inc.; Mr. Ben C. Moise, of 
Maison Blanche Company; and Mr. Earle 
N. Martin, Sr., of Godchaux Sugars, Inc. 
Registration and Reception, Chairman, 
Mr. A. E. Elliott, of Louisiana Power & 
Light Company; Mr. Gerald L. Andrus, 
of New Orleans Public Service, Inc.; and 
Mr. Joseph H. Pasquier, of Jackson Brew- 
ing Company. 
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Send in 








Federal Taxes 
Estates, Trusts and Gifts 


A continual aid to practical estate planning to do the most for 
beneficiaries. This manual safeguards against defeat of intention and 
incurrence of multiple taxation. Shows what to watch for—what to do. 


place and affords a penetrating analysis of existing laws. 


(2 vols.) 


$20 





$10 


The Ronald Press Company 
15 Eost 26th Street 


New York 10, N.Y. 


71948 1 Please send me MONTGOMERY’S | 
194 Federal Taxes—-Corporatiors & Partnerships, 1947-48 (2 
today | Bec meres eee neti eran TD $20 | 
. redera axes estates, Trusts and Gifts, 1947-48 ........ 
jsuecs | Bo ier cn rit aera i rere were ira 2 ane are eerie oe ti | 
ae: A ew ein aie oe en Se ee ean BRUT Arete oo sree 
Ad dseas Scot A aa ee eR ee eee | 
EIN seins hincn eek wie ere aa eae ate CODE aon geTRU + es i0eiei areca ice 


Controller 


A member of The Controllers Institute of 
America, who is presently employed, desires 
to make a change. He has had tweaty-five 
years of excellent training and experience in 
public and private business as top man. His ex- 
perience includes standard costs, systems and 
methods, production planning and control. He 
is 44 years old, married, and has three de- 
pendents; is available immediately at a mod- 
erate salary. Address Box Number 767, “The 
Controller,” One East Forty-Second Street, 
New York 17, New York. 





POSITION OPEN 











Plant Controller 

For New England electrical wire manufac- 
turing division of well established corpora- 
tion. C.P.A. and college -degree preferred. 
Heavy cost experience essential. Excellent 
opportunity. Age 32-38. Address: Box 766, 
“The Controller,” One East Forty-Second 
Street, New York 17, New York. 
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YOULL WORK BETTER... 


WITH THE RIGHT WORK SHEET! 























——. > 
cA ~ 
AS. ATI O BLAS S HE wide range of NATIONAL Analysis Pads and Work 


LLL LLL) ¢ SAAAAAAS 
™ 2 Ww, Sheets provides you with just the right size and column 
\ 1, 











ruling for every figuring need. 

National “Eye-Ease” paper insures the proper surface for 
pen or pencil. Free from glare, uniform in quality and color. 
Soft brown and green ruling for eye comfort. Side punched, 
top punched, top bound... you can get them just as you like 
3 , them best. 

“EYE-EASE” paper in \ ‘ 
most Resist of course When you need work sheets, ask your stationer for 

. it’s so easy on the “NATIONAL” . . . you'll work better with them. Or 

eyes. Exclusively i write us for an AP-1 folder describing the full line. 


NATIONAL BLANK BOOK COMPANY 


HOLYOKE, MASSACHUSETTS 


<S 


NEW YORK fel ier -Vere) BOSTON SAN FRANCISCO 
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Reviews of Recent Publications 








Changing Patterns in Banking 


BUSINESS FINANCE AND BANK- 

ING. By Neil H. Jacoby and Raymond 

]. Saulnier. Published by the National 

Bureau of Business Research, New 

York. 

The primary purpose of the study of 
this subject, as submitted by the au- 
thors, is to trace and explain the devel- 
opment since 1900 of the relationships 
that exist between commercial banks 
and business enterprises. It was origi- 
nally suggested, they acknowledge, by a 
basic question confronting the commer- 
cial banking system: Ave the business 
financing functions of commercial banks 
undergoing gradual decline? 

In sifting the evidence from a most 
comprehensive exploration of this in- 
a spanning the forty-year period 
rom 1900, the authors conclude that 
while the manner in which commercial 
banks perform business financing func- 
tions has changed considerably in the 
last 25 years, and while the bank credit 
used by business during the '30’s was 
far less, absolutely and relatively, than 
the credit used during the ’20’s and 
earlier, there is no reason to believe that 
in the calculable future the business fi- 
nancing functions of banks will be of 
less importance than at present. 

The passages through which this con- 
clusion has been evolved are portrayed 
graphically and supported by authori- 
tative charts and references. The results 
of the study are conveyed inevitably in 
an expository manner. 

There have been frequent changes in 
the credit market serving business since 
1900 brought about through various 
conditions and forces. These changes 
became very pronounced after the early 
twenties and were greatly accelerated 





ANNOUNCING 
publication of the proceedings of a 
panel discussion on 
TAX-WISE 
BUSINESS MANAGEMENT 
J. K. LASsER 
J. D. BrERMAN 
MICHAEL D. BACHRACH 
GEORGE D. BRABSON 


$1.00 per copy 


THE ECONOMIC AND 
BUSINESS FOUNDATION 


New Wilmington Pennsylvania 











during the thirties. New private lend- 
ing agencies developed, and their ac- 
tivities and operations influenced es- 
tablished agencies of business financing. 
Relationships between established agen- 
cies were realigned and readjusted with 
functional differences tending to be- 
come increasingly blurred. Also, a num- 
ber of public business financial agencies 
emerged to supplement the facilities of- 
fered by private financial enterprise. 

With the introduction of the finance 
companies in both the consumer instal- 
ment credit and the business financing 
markets, commercial banks became 
aware of these impulses and, as a re- 
sult, functional distinctions began to 
dissolve. 

Toward the latter half of this period 
some federal finance agencies developed 
from post World War I activities, 
namely, the United States Maritime 
Commission and the Export-Import 
Bank. These two agencies served the 
purposes for which they were created 
and in consequence public lending ac- 
tivities diminished noticeably. 

Informative commentary discloses 
that twentieth century developments in 
the technique of supplying credit to 
business have been based on a number 
of discoveries about the relation of 
credit to business enterprise. Business 
loans are generally of four types: 1. 
Term loans and private placements of 
securities; 2. Accounts Receivable fi- 
nancing; 3. Financing inventory on 
field warehouse receipts; 4. Financing 
machinery and equipment on instalment 
terms. These types of lending, it ap- 
pears, necessarily call for a more elab- 
orate credit appraisal and forecast of 
the earning power of the debtor busi- 
ness than was considered necessary un- 
der the old forms. Another thread in 
the new business credit pattern is the 
gearing of loan amortization require- 
ments closely to the power of business 
to make repayment. 

It is aptly observed that perhaps the 
most significant development of all is 
that modern types of business loans are 
applicable to the credit needs of small 
and medium-sized business—that is, the 
segment of the business population 
which is widely believed to have suf- 
fered from inadequate credit facilities— 
and several of them are specially de- 
signed to serve these needs. 

The subject is appended with: 1. 
Sources of data for charts; 2. Sources of 
figures in text; 3. List of monographs; 
and 4. Sources of data in tables. 

Reviewed by RAYMOND G. Marx, 
Comptroller, The Riggs National 
Bank, Washington, D. C. 


Of Credits and Sales 


THE CREDIT SIDE OF SELLING. By 
Edwin B. Moran. Published by The 
Dartnell Corporation, Chicago. $1.50. 


With the buyers’ market returning, now 
that we are well along in the postwar 
years, salesmanship of the old-fashioned, 
“root hog or die’’ variety will again come 
to the fore. And with that will come a re- 
intensification of the problems of credit 
management. 

The sales-minded credit department, 
and the credit-minded sales department 
must be reactivated. As his share in that 
important process, Mr. Moran presents 
his well-developed views on “The Credit 
Side of Selling’ in this concise, pocket- 
size book of slightly more than a hundred 
pages. 

The author knows both the sales and 
the credit fields, having “sold” since a 
lad in his late “teens’’ and being, during 
the past decade, the membership sales di- 
rector of the National Association of 
Credit Men. He is also a past president 
of the Chicago Sales Executives Club. 

In his compact volume, Mr. Moran 
touches on such timely matters as the 
value of credit knowledge to a salesman, 
the principles underlying credit, new cus- 
tomer angles, financial statement analysis, 
credit safeguards, terms of sale, causes 
of business failures, customers’ buying as 
well as credit and collection policies, and 
other topics that every salesman should 
understand much better than do most 
“hucksters.”’ 

Mr. Moran’s manual should be bought 
in quantity and distributed to all sales- 
men of any firm. And in addition, in the 
words of the sales world, at $1.50 “the 
price is right’—-eminently so! 

—Reviewed by PAUL HAASE 


BUSINESS TAX GUIDE. By J. K. Las- 
ser. Published by Simon & Schuster, 
New York. $2.00. 


The well-known author of the widely 
circulated “Your Income Tax’’ provides 
practical ideas for business operations, 
“tax-wise,” in this 200-page pamphlet 
together with a detailed guide to business 
operation and taxes. Simplified and prac- 
tical, this can prove to be a ‘‘must”’ hand- 
book for the tax-harassed businessman. 


THE PORTAL-TO-PORTAL ACT OF 
1947. Published by the Bureau of Na- 
tional Affairs, Inc., Washington 7, 
DG. 

This publication includes the legisla- 
tive history of the act as well as the text, 
conference report, committee reports and 
a complete analysis. It provides a prac- 
tical working tool for business executives 
involved with the problems brought about 
by the wave of portal-pay suits of a year 
ago. 
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New Sources of Working Capital 


Excerpts from an address by Henry Verdelin, 
vice-president and manager of real estate, the 
Mutual Life Insurance Company of New York. 
Presented at the 16th Annual Meeting of the 
Controllers Institute of America. 


The needs of additional investment 
outlets by insurance companies and the 
recognition that the purchase of real 
estate for income purposes is a proper 
form of investment has made available 
another form of financing to corpora- 
tions. The purchase of real estate by 
insurance companies and the leasing 
thereof to financially responsible corpo- 
rations is a comparatively recent devel- 
opment, but in the last three years many 
enabling statutes have been adopted in 
states where there may have been some 
question as to the legality of such in- 
vestments. This is borne out by the 
fact that specific authorizations have 
been adopted by 31 states in the last 
three years. 

There have been at least two ap- 
proaches to the basis on which real es- 
tate should be purchased by insurance 
companies. One is that primary reliance 
be placed on the financial responsibility 
of the tenant, with the location being of 
secondary importance. The other is 
that the purchase be primarily because 
of the location of the real estate, with 
the financial responsibility of the tenant 
being secondary. The first may be termed 
the investment theory, and the latter 
the property theory. There is always 
plenty of discussion as to what is the 
best basis. 

The investment theory of real estate 
purchases will appeal most as a source of 
working capital. In considering the 
purchase of a property, the following 
points should be covered: 


1. The financial responsibility of the tenant 
has an important bearing on the details of the 
purchase and lease negotiations. 

2. While location is not looked upon as the 
determining factor when the investment theory 
is used, there is a relationship between loca- 
tion and financial responsibility. While diffi- 
cult to define, it does exist. In my opinion, as 
the location declines, the credit rating of the 
tenant must increase. 

3. The insurance company’s opinion of value 
is a governing factor since we feel we should 
not purchase properties which do not appear 
reasonable as to price, taking into account the 
lease and the property. 

We prefer to purchase properties at their 
depreciated value, and this eliminates any capi- 
tal gain to the seller. We have not purchased 
any properties where, to our knowledge, the 
seller took a loss, and it is possible that this 
type of financing may be the subject of future 
criticism. 

4. The lease must provide that the lessee as- 
sume all costs of operating the property and 
other charges, including capital expenditures 
necessary to maintain the property in good 
condition. Under this “‘carefree’’ or ‘‘net’’ lease, 
the tenant also pays rental sufficient to cover 
the required return and amortization. 

5. The initial term of the lease, or what is 


sometimes called the “primary” term, is de- 
pendent upon the financial responsibility of the 
tenant and the location of the property. 

During this period the rentals should be 
sufficient to provide for the complete amortiza- 
tion of the investment, including the return 
agreed upon. This term ranges from 15 to 30 
years, with renewals for such additional pe- 
riods and at such rentals as are determined 
after negotiation between the parties. 

6. The return on the investment is open to 
negotiation and depends on the lessee and the 
property location. Competition has forced 
lower yields in some instances than we think 
justified. 

7. The matter of repurchase has been the 
subject of much discussion among corporation 
attornevs, but our lawyers have not found ob- 
jection to permitting a rejectable offer. The 
rejectable offer provides that after, say, ten 
years, the lessee can make an offer for the 
property at the then unamortized balance of 
our investment, plus a percentage of that 
amount as a penalty. If we accept the offer, the 
property is reconveyed, but if we decide to re- 
ject the offer the tenant has the option to con- 
tinue in possession or vacate. Repurchase is 
usually permitted if the tenant should decide 
to abandon its use of the property. 


We have found considerable interest 
in the sale and lease of properties as an 
acceptable form of financing to the cor- 
poration which decides to sell its real 
estate and use the proceeds for the fur- 
ther expansion of plants, stores, ware- 
houses or for working capital purposes. 





SOCIAL SECURITY 
(Continued from page 17) 











three dependents, to qualify for the maxi- 
mum of $30.00 per week, or potentially 
over $1500.00 a year, with about six 
months’ unemployment, and an_addi- 
tional six months for sickness. The pro- 
visions therein would enable the Board 
of Trustees to extend duration of unem- 
ployment to 52 weeks where and if the 
fund of the State was adequate. Benefits 
for maternity care to the extent of 12 
weeks would be in addition to cash sick- 
ness benefit. 

Further provision is made for medical, 
surgical, institutional, rehabilitation and 
other services to disabled individuals en- 
titled to receive insurance benefits if those 
services may in any way enable such in- 
dividual to return to work. The way the 
bill was set up, there was no limitation 
stated. 

As to financing, although no specific 
tax is imposed by the bill, which would 
repeal the Federal unemployment com- 
pensation tax, it is perfectly clear that a 
3 per cent. payroll tax is contemplated, 
without experience rating. The bills are 
designed to force the States to turn over 
their unemployment compensation funds 
to the federal system and, where the 
States refuse to transfer these funds, they 
would suffer penalty of the withdrawal 
of federal social security grants in such 


programs as old age, aid to dependent 
children, etc., coverage would include 
virtually all employees, excluding federal, 
state and foreign government employees, 

The foregoing will give you a fairly 
good conception of the thinking of those 
who have a big voice and in fact decisive 
powers in the determination of the laws 
of our land. We may or may not agree 
with these principles, but the fact is that 
we are being maneuvered and rushed into 
a complete social program that may very 
easily stifle our economy. It is my opinion 
that we have a big job on our hands to 
keep the economy ship seaworthy, and 
to temper the progress of this expensive 
program until it can be absorbed gradu- 
ally and safely into our economy. 

There are varied opinions that have 
been expressed as to what the ultimate 
cost of social security and what the form 
of taxation will be, but in all probability 
we can conservatively say it will reach 
between 20 per cent. and 24 per cent. of 
payroll, in about 15 to 20 years, for a 
program that will include 
1. Old Age and Survivors’ Insurance with 

permanent disability. 

2. Unemployment insurance, further liberal- 
ized as previously outlined. 

3. Health insurance which would include 
medical, hospital care and temporary dis- 
ability and welfare services. 


The fact is there is one authority, in 
particular, who states the cost might very 
well reach 29 per cent., basing his cal- 
culations upon an admission of Senator 
Wagner that his program would cost 18 
per cent., and plus 9 per cent. for old age 
and survivors insurance program, and an 
average cost of 2 per cent. for unemploy- 
ment compensation. 

After realizing the magnitude of the 
tax potentialities under a complete Social 
Security Program, I hope we all will be 
cognizant of our responsibility and lend 
every effort we can to keep our economy 
solvent, maintain government by the peo- 
ple, and safeguard our system of free en- 
terprise, which has given us the highest 
standard of living in the entire world. 


Consumer Credit Control Pamphlet 
Published by U. of Pa. Press 


Proceedings of a conference on “Con- 
trol of Consumer Credit’? have been pub- 
lished by the University of Pennsylvania 
Press. The conference was held under the 
auspices of the Wharton School of Fi- 
nance and Commerce, of the University 
of Pennsylvania. One of the participants 
in a panel discussion of the subject, at 
the conference, is a member of the Con- 
trollers Institute, Kenneth Richmond, 
vice-president and treasurer of Abraham 
& Straus, Brooklyn. 

The booklet covering the proceedings 
is available, at $1.00, from the University 
of Pennsylvania Press, 3446 Walnut 
Street, Philadelphia, Pennsylvania. 
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Federal Taxes—Today and Tomorrow 


Excerpts from an address by J. Cameron 
Thomson, president, Northwest Bancorpora- 
tion, Minneapolis, and chairman of the Sub- 
Committee on Taxation, Committee for Eco- 
nomic Development. Presented at the 16th 
Annual Meeting of the Controllers Institute of 
America. 

Federal tax reform is imperative if we 
are to have continued high levels of em- 
ployment in this country. Many people 
do not realize that our present tax sys- 
tem was designed in the days of the 
Model T Ford. Changes since have been 
patchwork additions and adjustments. 
It is high time to have a complete and 
fundamental overhaul to meet present 
needs—the least discouraging and most 
encouraging effect on high employment. 

Never before in history has govern- 
ment fiscal policy been a matter of such 
vital concern to so many people. It 
helps or hurts us in all four major ways. 
It affects our prospects for steady em- 
ployment and income. It affects the buy- 
ing power of our income and our sav- 
ings. It affects our standards of living, 
and it affects our chance for continued 
enjoyment of the opportunities and ad- 
vantages of a free society. 

The problem today is not so much a 
matter of tax reduction, important as 
that is. The real urgency is for tax re- 
form. The whole question of govern- 
ment spending and debt management, 
as well as taxation, must be reconsidered 
in the light of their effect upon produc- 
tion, consumption and employment. 

In our economy, investors put their 
savings into productive enterprises be- 
cause they expect to get a return on their 
investments. Management launches new 
enterprises or builds up old ones because 
it expects to earn rewards for successful 
risk-taking. If taxes take most of the 
profit out of industrial pioneering, new 
investment, and individual effort, we 
cannot expect production to keep on in- 
creasing as it has in the past in this coun- 
try. Without increasing production we 
cannot hope to keep on improving our 
standard of living as each generation 
before us has done. 

In the long run, an inequitable or in- 
efficient tax system not only undermines 
the economic health of the country, it 
also threatens personal and _ political 
freedom. A free society cannot exist 
without a truly competitive economy— 
an economy in which the power of the 
individual to make decisions on prices, 
wages and production is limited by ac- 
tual or potential competition from 
others. A tax system that throttles pres- 
ently established or new business event- 
ually destroys competition, and thereby 
destroys the essential condition of a free 
society, 

Tax rates should be stabilized, set so as to 


balance the consolidated cash budget, includ- 
ing provision for debt retirement, at a normal 
level of high employment and then let alone. 
The consolidated cash budget should be used 
rather than the conventional budget (which 
does not include Social Security transactions) 
because this consolidated cash budget reflects 
the full impact of Federal government ex- 
penditures on the economy. Stabilized tax 
rates and current collection bring in a high 
volume of tax dollars in periods when infla- 
tion threatens and a low volume of tax dollars 
in periods of depression. Stabilized tax rates 
are automatically counter-cyclical in their in- 
fluence on the economy. 

We have had a dramatic illustration of this 
fact, in the last twelve months as tax revenues 
have jumped beyond expectations as prices 
and incomes rose, thereby generating an anti- 
inflationary cash surplus on a consolidated 
basis. The combination of stable tax rates, 
economy in Government, and a policy of pro- 
viding for governmental expenditures and debt 
retirement at normal high levels of employ- 
ment give greater hope of sound fiscal policy 
and adequate debt retirement than the so- 
called annual budget balancing policy. 


45 


Most economists and businessmen are con- 
vinced that tax reduction is essential to the 
maintenance of a free and dynamic economy. 
The issue is how much and when. Part of the 
present federal cash surplus arises from ab- 
normally inflated prices and incomes in some 
parts of the economy which will come back 
into line as competition re-asserts itself. In 
the present circumstances with less than two 
million unemployed, numerous shortages and 
inflated prices, a substantial cash surplus is 
needed. 

Final decision as to taxes will have to be 
made by the Congress in early 1948. At that 
time it will be possible to get a clearer pic- 
ture of the expenditure outlook ahead and of 
the degree of inflationary pressure which then 
exists. It will then be necessary to consider, in 
the light of these factors, how much, if any, 
tax reduction is appropriate for 1948. It is im- 
portant that careful plans for tax revision be 
made in the Congress as soon as possible. The 
American economy needs a tax reduction in 
the near future. At present it needs confidence 
that the cuts, when made, will reflect a rea- 
sonable appraisal of the economic impact of 
taxation. 

In the meantime, every effort should be 
made by Congress to reduce government ex- 
penditures by sound measures of economy. 








POSITIONS 


WANTED 





Controller—Manufacturing Executive 


Extensive industrial management _ back- 
ground in widely diversified manufacturing 
with large national concerns having multiple- 
plant operations. Eleven years’ controllership 
with secretary-treasurer functions; fifteen years 
as assistant to president, cost engineer, and 
executive accountant, and, in the public field 
as consultant and control systems specialist. 
Now engaged. Available on reasonably short 
call for fitting executive post with a well- 
established progressive midwestern or south- 
ern manufacturer. Minimum initial base sal- 
ary $8,400. Résumé available. Member Con- 
trollers Institute of America. Address: Box 
751, ‘The Controller,” One East Forty-Sec- 
ond Street, New York 17, New York. 


Assistant Controller 


Available two weeks after interview. Nine 
years’ experience in commercial, industrial 
companies: petroleum, textiles, manufactur- 
ing, construction; developed, analyzed and 
interpreted costs, systems procedures, inven- 
tory control, budgets, internal auditor and 
all phases of general accounting. Eight years’ 
public accounting experience, including five 
years as senior handling extensive audits: 
textile and steel manufacturers; industrials; 
realty company; department stores; insur- 
ance. Assignments covered time studies, 
costs, reorganizations, financial reports and 
taxes. Degree of Bachelor of Business Ad- 
ministration, age thirty-five, married, and 
one child. Address: Box 756, ‘The Control- 
ler,’ One East Forty-Second Street, New 
York 17, New York. 


Controller or Assistant Controller 


Controller’s assistant with practical experi- 
ence in all phases of accounting and office 
organization requires job in which full capa- 
bilities will be demanded and used by man- 
agement. Profit from employment of this back- 
ground of corporation executive training, 
which includes supervision of accounting and 
costs, personnel selection and training, study 
and analysis of manufacturing operations. Col- 
lege education, excellent health, family, 38 


years of age. Minimum salary $8,500. Address: 
Box 762, “The Controller,” One East Forty- 
Second Street, New York 17, New York. 


Controller—Executive Accountant 


Executive accountant presently employed 
offers: eleven years of heavy industrial and 
diversified experience in executive capacity, 
functioning as part of top management 
group, and five years of public accounting 
experience as supervising senior. Practical 
experience includes executive committee 
functions, financial planning, salary admin- 
istration and organization planning; devel- 
opment of manufacturing expansion, and 
cost reduction programs; developing, ana- 
lyzing and interpreting costs, budgets, in- 
ventory and cost control, all phases of gen- 
eral accounting, internal auditing, systems, 
procedures, taxes, financial and cost re- 
ports. Certified Public Accountant. Age 44. 
Salary $15,000. Address: Box 763, “The Con- 
troller,” One East Forty-Second Street, New 
York 17, New York. 


Controller 


Desires executive level position as control- 
ler in a stable, well established industrial or- 
ganization. Long time experience in small and 
large industrial operations includes general ac- 
counting, cost control, budgets, organization, 
management controls, insurance, and credits. 
Last two years with top-rated management 
consulting firm as consultant in field of ac- 
counting. Age 38. Married. One child. Ad- 
dress: Box 764, ‘The Controller,’ One East 
Forty-Second Street, New York 17, New York. 


Cost-Minded, Broad-Experienced 
Production Manager 

Seeks position offering greater opportu- 
nity. Age 40, married, with B.A. and M.A. 
degrees. Fourteen years with present com- 
pany. Thoroughly experienced in cost instal- 
lation, cost control, wage incentives, labor 
relations, and production in diversified lines. 
Chicago area preferred. Salary, $10,000 min- 
imum. Address: Box 765, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 
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Personal Notes About Controllers 





Mr. Frederick P. Austin has been elected 
treasurer and named a vice president of 
Brown & Sharpe Manufacturing Co., Provi- 
dence, Rhode Island, with which he has been 
associated since 1940. Mr. Austin, a member 
of the Controllers Institute, who had _previ- 
ously held the positions of assistant treasurer 
and comptroller, was chosen a director of the 
firm in 1945. A graduate of Leland Stanford 
University, Mr. Austin was connected with 
the Los Angeles and Boston offices of Lybrand, 
Ross Bros. & Montgomery before joining 
Brown & Sharpe. 


Mr. J. Norvelle Walker, immediate past 
president of the Philadelphia Control of the 
Controllers Institute, has been named secre- 
tary-treasurer of Royal Oil & Gas Corpora- 
tion, Philadelphia, in which he previously 
held the post of vice president and controller. 
Mr. Walker is now serving as general chair- 
man of The Institute’s forthcoming Eastern 
Regional Spring Conference, scheduled for 
Atlantic City, April 4-5-6, 1948. 


Mr. Granville H. Bourne was elected presi- 
dent of the Commonwealth & Southern Cor- 
poration of New York, service company of 
The Commonwealth & Southern Corporation 
system, on October 17. Mr. Bourne, who had 
been comptroller of the Commonwealth & 
Southern Corporation since 1934, and vice 
president and comptroller since June, 1945, 
succeeded Mr. Justin R. Whiting, who was 
elected chairman 
of the Board. He Chidnoff 
is holder of The 
Institute's mem- 
membership certifi- 
cate number 179. 
Mr. Bourne en- 
tered the employ 
of Hodenpyl, Wal- 
bridge & Company 
of New York, pub- 
lic utility operators, 
in 1906, and con- 
tinued successively 
with Hodenpyl, 
Hardy & Co., 
Commonwealth 
Power Railway & 
Light Company, 
Allied Power & Light Corporation, and with 
The Commonwealth & Southern Corporation 
since its Organization in 1929. He is a di- 
rector of The Commonwealth & Southern Cor- 
poration of New York, vice president and di- 
rector of the Southern Company, and director 
of the Southern Indiana Gas & Electric Com- 
pany, the Consumers Power Company, and the 
Georgia Power Company. Mr. Bourne is also a 
member of the Edison Electric Institute and 
American Gas Association. 


Mr. Erlton B. 
and assistant treasurer of Stark Ribbon Bros. 
Corp. of Canada, Ltd., Granby, Quebec, 
Canada. Mr. Pomeroy was formerly con- 
nected with Everlastik, Inc. of Chelsea, Mas- 
sachusetts, as controller and assistant treas- 
urer. He is a member of the Controllers Insti- 
tute. 





MR. BOURNE 


Mr. C. M. Billman is presently serving as 
controller of Dayton Manufacturing Com- 
pany, Dayton, Ohio. Mr. Billman, a member 
of the Controllers Institute, was previously 
affiliated with Abbott Laboratories Interna- 
tional Company, Chicago, Illinois. 


Pomeroy is now controller 


Mr. E. A. Seffing, a past president of the 
Cleveland Control of The Institute, is now 
serving as controller of the Daybrook Hy- 
draulic Corporation of Bowling Green, Ohio. 
In addition, Mr. Seffing is controller of Ohio 
National, Inc., of Upper Sandusky, Ohio, also 
manufacturers of hydraulic equipment. 


Mr. Louis P. Cardani was recently elected 
vice-president of West Indies Sugar Corpora- 
tion, New York. Mr. Cardani, who is holder 
of certificate number 291 of The Institute, 
previously held the position of secretary and 
treasurer of the firm. 


Mr. Herman J. Mauderer, who was elected 
to membership in The Institute in November, 
1937, has been made vice-president and audi- 
tor of Westinghouse Electric International 
Company, New York. Mr. Mauderer had been 
serving the firm as auditor and budget direc- 
tor. 


Mr. Robert A. Patten has resigned as con- 
troller of Universal Winding Company, 
Providence, Rhode Island, to become a faculty 
member of the Bentley School of Accounting 
and Finance in Boston, Massachusetts. Mr. 
Patten is a member of the Controllers Insti- 
tute of America. 


Mr. G. J. Lafferty, Sr., who was elected to 
membership in The Institute in February, 
1940, now owns his own company, the Ohio 
Industrial Supply Co., New Philadelphia, 
Ohio. Mr. Lafferty was formerly controller of 
La-Del Division of Joy Manufacturing Com- 
pany, at New Philadelphia, Ohio. 


Mr. Kenneth E. Paxson has transferred his 
activities from the F. C. Russell Co., Cleve- 
land, Ohio, to Simplex Piston Ring Mfg. 
Company, Cleveland. Mr. Paxson is a mem- 
ber of the Controllers Institute of America. 


Mr. J. E. Heidgen, holder of certificate 874 
of The Institute, has accepted the post of treas- 
urer of American Seating Company, Grand 
Rapids, Michigan. 


Mr. F. A. Platte, formerly associated with 
Sharp & Dohme, Inc., of Philadelphia, as con- 
troller, is now with American Cyanamid Com- 
pany, New York. Mr. Platte is a member of 
the Controllers Institute of America. 


Mr. Herbert L. Ramel, vice president of 
Ramsey Manufacturing Company, St. Louis, 
was recently elected president of the Asso- 
ciated Industries of Missouri. Mr. Ramel 
holds certificate 1073 of the Controllers In- 
stitute of America. 


The election of Mr. Stuart T. Henshall, as- 
sistant comptroller, to the office of comptrol- 
ler by the Sharp & Dohme Board of Directors 
has been announced by Mr. John S. Zinsser, 
Chairman of the Board. Mr. Henshall, who 
succeeds Mr. Fred A. Platte, who has resigned 
from the company, joined the company’s Ac- 
counting Department in 1930 and, after sev- 
eral promotions, was appointed assistant 
comptroller in 1943. Mr. Henshall is a mem- 
ber of the Controllers Institute of America 
and serves on the Tax Council of the Phila- 
delphia Chamber of Commerce. 


Mr. H. E. Pharr has been appointed comp- 
troller of the Southeastern zone—Kelvinator 


Division of Kelvinator Sales Corp., Atlanta, 
Georgia. Mr. Pharr, a member of the Control- 
lers Institute, was formerly connected with 
Nunnally & McCrea Co., Inc., Atlanta, Geor- 
gia. 


Mr. William T. Voight, formerly associated 
with the Philip Carey Mfg. Company, Lock- 
land, Ohio, as assistant controller, is now with 
the A. P. Green Fire Brick Company, of 
Mexico, Missouri. Mr. Voight, a member of 
The Institute, holds the position of controller 
of the firm. 

oe _Mr. Charles F, 
Carr, formerly 
treasurer and _scc- 
retary of Aircooled 
Motors Corp., of 
Syracuse, New 
York, was re- 
cently elected pres- 
ident of Mack- 
Miller Candle 
Company, of that 
city. Mr. Carr is a 
member of the 
Controllers — Insti- 
tute of America. 





Mr. C. E. O'Neil 
is now serving in 
the Executive Of- 
fices of the Hotel New Yorker, New York, 
Mr. O'Neil, who holds certificate 998 of The 
Institute, previously held the positions of pres- 
ident of National Bondholders Corp., New 
York, and president of National Realty Man- 
agement Company, Inc. 


MR. CARR 


Mr. William S. McMenemy, holder of cer- 
tificate 1035 of the Controllers Institute, has 
been elected vice-president of Mark Cross 
Company, leather goods firm of New York. 
Prior to joining Mark Cross, Mr. McMenemy 
was secretary and treasurer of Schick, Inc. for 
approximately six years, and previously had 
served with the Starrett Corporation in vari- 
ous executive capacities, both in the home 
office and in subsidiary firms. 


Mr. Merton C. Carr, a member of The In- 
stitute formerly connected with Foley Bros. 
Dry Goods Co., Houston, Texas, is now with 
the Jarecki Manufacturing Co., Houston, 
serving as controller. 


Mr. W. H. Swinney, a past national direc- 
tor of the Controllers Institute, and vice presi- 
dent of the West Penn Power Company, Pitts- 
burgh, recently received a twenty-year service 
pin before a gathering of company officials. 
Mr. Swinney was also honored at a party in 
recognition of his achieving membership in 
the West Penn Veterans Association. 


Mr. Paul S. Smith has joined Fitchburg 
Grinding Machine Corp., of Fitchburg, Mas- 
sachusetts. Mr. Smith, a member of The In- 
stitute by virtue of election in August, 1937, 
formerly held the position of controller of 
Graton & Knight Co., Worcester, Massachu- 
setts. 


Mr. Harold S. Meinhardt has been named 
controller of U. §S. Brenner Corporation, of 
New York. Mr. Meinhardt, a member of the 
Controllers Institute, was previously controller 
of Kerby Saunders, Inc., New York. 
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Announcement of the election of Mr. H. B. 
Hardwick as comptroller of Consumers 
Power Company, Jackson, Michigan, by the 
Board of Directors has been made by D. E. 
Karn, vice president and general manager of 
that company. Mr. Hardwick, a member of 
the Controllers Institute, has been associated 
with the Commonwealth & Sounthern Corpo- 
ration and afhliated companies for 29 years. 
He was with Alabama Power Company in 
Birmingham, Alabama, from 1918 to 1925. 
Then he went to New York City, where he 
remained until August of last year, working 
first for the Southeastern Power & Light Com- 
pany, a predecessor of Commonwealth and 
Southern, later for C. & S. itself. Mr. Hard- 
wick succeeds Mr. G. H. Bourne, who re- 
signed as comptroller to devote full time to 
duties with Commonwealth & Southern and 
its mutual service company in New York. 


Mr. E. Lee Talman, a member of The Insti- 
tute, until recently vice president and con- 
troller of Northwest Bancorporation, Minne- 
apolis, has been named treasurer and acting 
secretary of the Coca-Cola Company, New 
York, effective January 1, to succeed S. F. 
Boykin, who retired as vice president, secre- 
tary and treasurer and becomes a member of 
the advisory board. Also appointed was Mr. 
Clyde Franklin as controller. 


Mr. Charles H. Westbrook, formerly comp- 
troller of Chicago & North Western Ry. Co., 
Chicago, Illinois, has joined The Pullman 
Company, Chicago. Mr. Westbrook is a mem- 
ber of the Controllers Institute of America. 


Mr. John L. Vogel, holder of certificate 276 
of the Controllers Institute, is now afhliated 
with the Pyle-National Company, of Chicago. 
Mr. Vogel was formerly vice-president and 
director of Signode Steel Strapping Co., Chi- 
cago. 

Mr. Donald S. Grubbs recently accepted the 
position of secretary-treasurer of Adel Pre- 
cision Products Corporation, whose — head- 
quarters office is at Burbank, California. Mr. 
Grubbs, a member of the Controllers Insti- 
tute, resigned from United-Rexall Drug Com- 
pany, Los Angeles, where he had served as as- 
sistant controller. 

Mr. Harry E. Sutton, holder of The Insti- 
tute’s certificate number 3088, was_ recently 
appointed to the newly created post of auditor 
of New York City Omnibus Corporation and 
Fifth Avenue Coach Company. He was _ for- 
merly assistant comptroller of both companies 
and affiliated companies. 

Mr. Alfred Henry has been appointed execu- 
tive head of the store management and control 
divisions of the May Company, of Los Angeles, 
California. Mr. Henry, who holds certificate 
number 851 of the Controllers Institute, joined 
the company in August, 1941, and held the 
position of controller up to his present ad- 
vancement. 





OBITUARIES 








CHARLES A. BOGERT 


Charles A. Bogert, forty-seven, comp- 
troller of the Corn Products Refining 
Company, 17 Battery Place, and asso- 
ciated with that company for thirty-one 
years, died on December 2 in his office. 
He lived at 740 Summit Avenue, River 
Edge, New Jersey. 

A member of the Controllers Institute 
of America, Mr. Bogert was a past presi- 
dent of the Board of Education of River 
Edge, past president of Paramus Chapter, 
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Sons of the American Revolution, finance 
chairman of the Congregational Church, 
River Edge, and a member of the White- 
hall Club of New York. 

Surviving are his wife, Mrs. Louise M. 
Bogert; a son, Albert V. Bogert; three 
daughters, Betty L., Anne G., and Gwen- 
dolyn Bogert; his mother, Mrs. Sarah G. 
Bogert, four brothers and five sisters. 


BENJAMIN M. BROWN 


Mr. Benjamin M. Brown, one of the 
original group of officials who guided 
the destinies of Tennessee Eastman Cor- 
poration, of Kingsport, Tennessee, died 
at his home in Kingsport after a sudden 
illness of less than a week. At the time 
of his death, Mr. Brown was assistant 
vice-president of the company. He held 
certificate 986 of the Controllers Insti- 
tute of America by virtue of election in 
June, 1937. 

Mr. Brown had been associated with 
Tennessee Eastman in an official ca- 
pacity since its founding in 1920. He al- 
ways referred with pride to the fact that 
he brought to Kingsport, from Roches- 
ter, New York, the original deeds to the 
property purchased by the late George 
Eastman for the site of Tennessee East- 
man. On coming to Kingsport early in 
1920, Mr. Brown was active in the work 
of setting up the company and taking 
over the assets of the American Wood 
Reduction Co., which Mr. Eastman had 
bought in connection with locating a 
subsidiary there. Shortly after Tennessee 
Eastman was incorporated, in 1920, Mr. 
Brown was appointed assistant treas- 
urer. Prior to his transfer to Kingsport, 
Mr. Brown, who attended Syracuse Uni- 
versity, had served in various capacities 
in the accounting field with Eastman 
Kodak Company at Rochester, N. Y., 
originally entering their employ on Au- 
gust 27, 1907. 

As the Tennessee company expanded 
its operations, the responsibilities of Mr. 
Brown increased, since all fiscal and ac- 
counting functions of the company were 
under his direction. In 1935, he was 
appointed comptroller, as well as assist- 
ant treasurer and comptroller. He held 
these last posts until his appointment to 
an assistant vice presidency in January, 
1947. 

Surviving Mr. Brown are his widow, 
Mrs. Henrietta Hill Brown; one son, 
Benjamin M. Brown, Jr., of Kingsport; 
and his father, Merton T. Brown, of 
Rochester. 


EDWARD H. MUELLER 


Mr. Edward H. Mueller, former treas- 
urer of Shell Pipe Line Corporation, died 
of a heart ailment October 22nd at Barnes 
Hospital in St. Louis, Missouri. Funeral 
services were held in St. Louis, October 
25 with burial service in Findlay, Ohio. 
Mr. Mueller was the holder of certificate 


AT 


2601 of the Controllers Institute of Amer- 
ica. 

Mr. Mueller came to Shell 24 years 
ago at St. Louis as a voucher clerk and in 
1930 he was transferred to Dallas in 
charge of the Accounting Department. 
He became chief accountant in charge of 
the Texas Gulf Coast Area in Houston 
in 1932 and then went to St. Louis to 
head the entire Shell Oil Accounting De- 
partment in 1935. In 1940 he was trans- 
ferred to Shell Pipe Line as Treasurer, 
remaining in this capacity until October, 
1946 when he returned to Shell Oil as 
office manager of the Houston Area. 
However, he had not assumed his new 
duties before he was forced by ill-health 
to take a leave of absence. More recently 
he had been living in St. Louis. 


SIDNEY ROSSITER 

Mr. Sidney Rossiter, formerly asso- 
ciated with the Rubber Development 
Corporation, of Lima, Peru, died on 
September 23, 1947 in Cairo, Egypt. Mr. 
Rossiter was en route by airplane to the 
United States but had to be taken off at 
Cairo because of illness, and died one 
week later. His body was returned to 
this country for interment on Staten 
Island, New York, on October 23. 

Mr. Rossiter, holder of certificate 
1504, was elected to membership in the 
Controllers Institute of America, in 
September, 1939, at which time he was 
serving as assistant treasurer and con- 
troller of Oilstocks Limited, of Jersey 
City, New Jersey. 


HERBERT T. SHORT 


Mr. Herbert T. Short, treasurer and 
controller of the Bekins Van & Storage 
Co., died on August 18, at the Hunting- 
ton Memorial Hospital, in Pasadena, 
California, according to information re- 
cently received by national headquarters 
of the Controllers Institute, in which 
Mr. Short had held membership certifi- 
cate 613. 

Born in Bristol, England, Mr. Short 
completed his formal education at Cam- 
bridge University before coming to this 
country. He was elected treasurer and 
controller of the company in Novem- 
ber, 1946, having previously held the 
title of controller. During the past year, 
Mr. Short had served as a member of 
the Committee on Social Security of The 
Institute. He was president of the Los 
Angeles Control for the 1938-1939 term. 


J. ARTHUR THOMPSON 

Mr. J. Arthur Thompson, secretary of 
the Quad-Cities Control of the Con- 
trollers Institute, died on November 9, 
1947. Mr. Thompson, who held mem- 
bership certificate number 3505 in the 
Controllers Institute of America, was 
treasurer and assistant secretary of 
Eclipse Lumber Company, of Clinton, 
lowa. 
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Reserves for Advertising Are Deemed “Reasonable 
Accumulations” by Treasury, Controllers Told 


Funds held back from 1947 earnings and 
reserved for future advertising, especially 
in view of increased advertising costs 
necessary to meet competition, are not re- 
garded as “unreasonable accumulations” 
by the Bureau of Internal Revenue under 
the oft discussed Section 102 of the In- 
ternal Revenue Act. Speaking at the De- 
cember meeting of the New York City 
Control of the Controllers Institute of 
America, W. A. Sutherland, Washington 
attorney, specified several other uses for 
which accumulated earnings have been 
approved as justified. 

“Among those which have been con- 
sidered reasonable,” he declared, ‘‘we find 
such uses as: expanding the business, ei- 
ther by new plant and ce os or by 
increasing sales force or working capital ; 
provision for deferred maintenance or re- 
placements; provision for a sinking fund 
to redeem bonds or preferred stock; pro- 
vision against specific risks inherent in the 
particular business, such as wide fluctua- 
tions in inventory values; provision 
against a particular risk of a particular 
company, as would be true where a com- 
pany regularly sells all its output to one 
customer, and there is the necessity of 
preparing for other outlets. 

“These situations, which have been em- 


phasized in actual cases, do not give any 
hard-and-fast answer to why a particular 
corporation can hold onto its money and 
not pay it out in dividends,” Mr. Suther- 
land continued. ‘The answer will turn on 
an analysis of all the circumstances sur- 
rounding the corporation. I believe that 
the important thing is for corporations, 
particularly those where stock is widely 
held, to go ahead and determine their 
business policy on the basis of the busi- 
ness needs—and not be frightened by 
Section 102 into paying dividends which, 
from a business standpoint, would be un- 
desirable. The section was never intended 
to be applied to a case where a well-estab- 
lished corporation retains its earnings be- 
cause of some project of expansion or 
provision for a strong contingency, or for 
some other legitimate reason. 

“If your company desires to expand its 
operation or to write off its assets rapidly 
in order to be able to buy new equipment, 
or to go into an advertising campaign for 
new customers, or to provide a larger 
working capital in order to meet certain 
expected contingencies, I do not believe 
the tax authorities will bother you. 

“The important thing to be remem- 
bered is the fact that if you are able to 
prove to the tax authorities or to the 














Chicago New York 
Washington Pittsburgh 
| Buffalo Cleveland 
Milwaukee Duluth 
| Los Angeles Phoenix 
Vancouver Montreal 








MARSH & McLENNAN 


INCORPORATED 


Insurance Brokers 
AND AVERAGE ADJUSTERS 





San Francisco Detroit 
Minneapolis Boston 
Columbus Indianapolis 
St. Paul St. Louis 
Seattle Portland 
Havana London 


























courts that an accumulation was made as 
the result of exercising reasonable busi- 
ness judgment, and not out of a desire to 
save personal income taxes of the share- 
holders, you will be able to avoid the tax. 
Therefore it is important for a corpora- 
tion executive to keep records of what is 
being done, and to have some sort of tan- 
gible proof of these projects that can be 
shown to the tax authorities.” 

Statements in the minute books to the 
effect that such projects are in mind are 
not sufficient for the purpose. Mr. Suther- 
land warned. ‘Whatever reason the cor- 
poration has for accumulating a large 
amount of surplus should be substantiated 
by some sort of specific evidence, rather 
than general and vague ideas in the minds 
of the directors,’ he declared. 

“Proof as to the needs of a business is 
most convincing when it comes from wit- 
nesses who are not interested in the result. 
If a company is considering a project of 
expansion, it would be desirable to have 
some outside independent consultant or 
study group make an investigation of the 
industry to see what the chances are of 
success with such an expansion, and to 
advise exactly how much money should 
be saved. Another example of outside evi- 
dence would be the drawing up of plans 
for a new plant by an independent archi- 
tect paid for that purpose.” 


Dr. Kester, of Columbia, Receives Gold 
Award for Distinguished Service 


Dr. Roy B. Kester, for thirty-two years 
a member of the faculty of Columbia 
University’s School of Business, was hon- 
ored on December 15 by business lead- 
ers, fellow professors and present and 
former students, at a testimonial dinner 
in the Columbia University Club, New 
York. The host group was Chi Chapter 
of Alpha Kappa Psi, national business 
fraternity. 

The educator, who will retire soon, 
was feted for his contributions in three 
fields of activity: accounting, teaching 
and fraternal work. Speaking for these 
groups, respectively, were W. Donald 
Jordan, Secretary of the Chemical Bank 
& Trust Co.; Dr. Thurman Van Metre, 
Professor of Transportation at the School 
of Business; and Paul H. Hudson, Execu- 
tive Vice President of the Empire Trust 
Co. Mr. Hudson also presented to Dr. 
Kester Alpha Kappa Psi’s Gold Award 
for Distinguished Service, which has been 
given only eleven times in the forty- 
three-year history of the fraternity. 

Dr. Kester, who holds certificate 924 
as a member of the Controllers Institute 
of America, has been associated with the 
Columbia School of Business since 1915. 
It was largely through his efforts that the 
special graduate course in professional 
accounting was developed in the school. 
He served as executive officer of the De- 
partment of Accounting beginning in 
1917. 
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In clean, flowing lines and two-tone 
harmony, Burroughs style engineers 
have interpreted the inner perfection 
of the new Burroughs Electric Duplex 
Calculator . .. its ease of operation 
and sureness of figure control. 

Here is an instrument to lift the pride 
and quicken the spirit of the modern 
business girl . .. make deft hands more 
deft. Here, too, is the promise of other 


THERE'S BUSINESS’ THERE'S 


THERE’S a Yl Peay ON THE OFFICE FORCE 
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Burroughs developments now in the 
making . . . of improvements and 
refinements that reflect the stepped-up 
tempo of Burroughs research in elec- 
tronics, metallurgy, chemistry and 
styling. 

Great things are going on at Burroughs 
... as this new Burroughs Calculator 
bears evidence. Burroughs Adding 
Machine Company, Detroit 32, Mich. 


Burroughs 











50 


The Controller, January, 1948 








INSTITUTE ACTIVITIES 








Louisville, Indianapolis, Cincinnati, Dayton 
Controls Stage Speaker Exchange Programs 


Continuing the series of “speaker-ex- 
change’”” programs, inaugurated on No- 
vember 20 when the Louisville Control 
sponsored the speaker for the Indian- 
apolis Control's meeting, the Cincinnati 
Control will provide the speaker for the 
January 28 meeting of the Louisville Con- 
trol. He will be Mr. Carl B. Masters 
whose subject has been announced as ‘‘Job 
Evaluation.” 

On April 6, the Louisville and Dayton 
Controls will be guests of the Cincinnati 
Control, in Cincinnati, when there will 
be an address by Dr. Stuart Rice, As- 
sistant Director of the United States 
Budget Bureau. 

The Indianapolis Control will join 


with the Louisville Control, at Louisville, 
on April 21, for a debate. Mr. H. E. 
Schenck, president of the Indiana Farm 
Bureau, Inc., of Indianapolis, will uphold 
the affirmative while the Louisville Con- 
trol will provide a speaker to present 
the negative on ‘The Co-op Movement.” 

Mr. John R. Sanderlin, treasurer of 
Brown-Forman Distillers Corporation, of 
Louisville, will be chairman of the April 
21 meeting. Mr. Sanderlin was, in turn, 
the speaker at the November meeting of 
Louisville and Indianapolis, in Indiana- 
apolis, when he discussed “Organization 
and Administration of the Controller’s 
Department, and Its Relation to Other 
Departments.” 


Controllers Active in Plans for 
Texas Accounting Conference 


An accounting conference will be 
held at Texas A & M College on Tues- 
day and Wednesday, May 4-5, 1948. 
Plans for the conference have been ap- 
proved by an Advisory Council consist- 
ing of delegated representatives of ac- 
counting organizations in Texas. J. R. 
Mulvey, assistant comptroller, Humble 
Oil & Refining Company, Houston, as 
chairman; S. R. Harwell, controller, 
Magnolia Petroleum Company, Dallas, 
vice chairman; and T. W. Leland, Head 
of the Department of Accounting and 
Statistics at A & M College, secretary, 
are the officers of the Council. 

Participating as co-sponsors with the 
College are the Texas Society of CPA’s 
and its seven local chapters, five chap- 
ters of the National Association of Cost 
Accountants, Houston and Dallas Con- 
trols of the Controllers Institute of 
America, Texas Association of Univer- 
sity instructors in accounting, Texas So- 
ciety of Accountants, Texas Association 
of Accountants, and Texas Association 
of Public Accountants. Other societies 
and chapters are being encouraged to 
participate. 

The conference is scheduled to begin 
Tuesday, May 4, at 2:00 p.m., and will 
extend through an afternoon session on 
Wednesday, May 5. The theme for the 
first day’s session will be ‘‘Accounting and 
Management Problems.” The Wednes- 
day meetings will be concerned with 
professional problems of accounting. 
The tentative program follows: 


Tuesday, May 4: 


2:00 p.m.—Accountants Reports 
Operating Reports for Management 
New Trends in Published Reports 
6:30 p.m.—Banquet—The Place of the Ac- 
countant in a Business Economy 


Wednesday, May 5: 
9:00 a.m.—Unity and Leadership in Ac- 
counting 
Education and Training for Public Ac- 
counting 
Education and Training for Industrial 
and Commercial Accounting 
12:30 p.m.—Luncheon Session—Impact of 
Taxation on Business 
2:00 p.m.—New Pronouncements and New 
Developments in Accounting Proce- 
dures 
Budgetary and Cost Control 


Interesting and capable speakers of 
national repute will present the topics. 
Preliminary interest indicates that the 
conference will be well attended. 


Tax Relief Urged for Lower 
Income Brackets 


Record Attendance at D. C. Control 
Hears Randolph E. Paul 


A fair share of any tax relief in the 
forthcoming tax legislation must go to 
the lower income brackets which are 
pressed hardest by high prices, Ran- 
dolph E. Paul, former General Counsel 
of the Treasury Department, and tax 
advisor to the Secretary of the Treasury 
during the war years, stated at the No- 


vember 24 dinner meeting of the Dis. 
trict of Columbia Control of the Con. 
trollers Institute at the Carlton Hotel, 
The meeting, with a record attendance, 
was conducted by Henry W. Herzog, 
president of the Control. 

Mr. Paul traced the pattern of fiscal 
events for the fiscal years 1948 and 
1949 in the light of expected national 
income, European aid requirements, and 
the latest tax developments. He empha. 
sized the importance of the factor of 
timing in any tax relief to be given by 
forthcoming legislation and the neces. 
sity from the viewpoint of national in. 
terest of distributing a fair share of any 
relief granted to the low income bracket 
taxpayers who are pressed hardest by 
high prices. “We are all a little greedy 
for tax relief,’ he said, ‘but some are 
more needy than others.” 

The speaker endorsed the split-in- 
come plan for eliminating the discrimi- 
nation now existing in favor of resi- 
dents of the community property states 
as the most feasible method of elimi- 
nating this inequity, but recommended 
that any relief of this kind going, pri- 
marily to high income taxpayers should 
be coupled with some sort of relief to 
low income taxpayers. The split-income 
plan will cost the Government about 
$750 million annually, but Mr. Paul 
warned that other features of the te- 
cent Magill report to the Ways and 
Means Committee might without any 
rate reductions at all cost over $3.5 
billion extra. 

Mr. Paul joined with a recent report 
of the Committee of Economic Devel- 
opment in opposing “‘arbitrary, across- 
the-board formulas for tax reduction.” 
Quoting that report, he said, ‘horizon- 
tal cuts from a bad tax system will not 
create a good tax system.” 

“At this time,” Mr. Paul went on to 
say, “we have at best a limited oppor- 
tunity to give tax relief and a selection 
of items of relief should look to a sound 
tax structure for future years, rather 
than an immediate gain of high bracket 
taxpayers. We are at a critical point 
where the decisions we make today will 
vitally affect our economic welfare for 
many years. There will be no lucky few 
to benefit in the long run by the present 
neglect of the interests of the many. 

“We need a tax bill that stimulates 
business incentive and investment. But 
our own self-interest as a nation of 145 
million people in the midst of a critical 
world situation demands a tax bill that 
will yield the necessary revenue, remain 
reasonably progressive, and above all 
treats alike persons similarly situated. 
This is such a hard combination of ob- 
jectives that its achievement will be a 
signal to the world that the democratic 
capitalist system has met one of its se- 
verest tests.” 
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“Controller's Reports to 
Management” Is Subject 
of Study by Members 
of. Chicago Control 


A study of “Reports to Management”’ 
is now being conducted among mem- 
bers of the Chicago Control, by its 
Technical Committee, in order to dis- 
cover the prevailing reporting practices 
among members engaged in similar op- 
erations; also to classify the reports be- 
ing used, the manner in which they are 
used, and the supplementary means em- 
ployed in making them most effective. 
The final result of the study will be a 
summary of these findings of which 
each member of the Control will receive 
a copy. It is possible that in many in- 
stances the summary may reveal,a uni- 
formity of practice which will make it 
possible to create and give publicity to 
reporting standards which will be of 
use to controllers generally. 

The National Office of The Institute 
is much interested in this investigation. 
It is expected that the National Educa- 
tion Committee of The Institute will as- 
sist in the job of processing the data re- 
ceived and summarizing the findings. 
The results of the survey will be used as 
a guide in deciding whether the survey 
should then be extended to cover a 
wider area—possibly the entire member- 
ship of The Institute. 


Best Business Letters to Receive 
Gold Medal Awards 


The opening of the 12th Annual 
Gold Medal Award competition for the 
best business letters of 1947 has been an- 
nounced by the editors at Dartnell, Chi- 
cago, who sponsor the contest. Success- 
ful business letters of all types are con- 
sidered by the Board of Judges for 
awards—there will be 20 gold medal 
awards—the only stipulation being that 
all letters submitted must be accom- 
panied by an entry blank and received 
at the Chicago offices of The Dartnell 
Corporation on or before January 31, 
1948. 

The Gold Medal Award was estab- 
lished to promote the development of 
better business letters; to provide a 
means of recognition for those who 
write them; and, to make possible a free 
exchange of the best letters of the year 
among people who write business letters 
regularly, or only occasionally. A port- 
folio of the 20 winning letters is sent 
to each of the contestants, whether the 
contestant wins or not. 

Details of the Gold Medal Award 
contest and copies of the entry blanks 
may be secured from Dartnell’s Gold 
Medal Award Editor, 4660 Ravenswood 
Avenue, Chicago 40, Illinois. 
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Tlew Orleans in January! 





FIRST Southern 
Controllers Conference 


will be held in 


New Orleans 


at the Roosevelt Hotel 


anuary 23-24, 1948 


under the auspices of the 


NEW ORLEANS CONTROL 
& 


Cooperating Controls: 
ATLANTA 
BIRMINGHAM 
CHATTANOOGA 
DALLAS 

HOUSTON 


A representative program is being developed, covering 


subjects of current interest to all corporate controllers. 


Mark your calendar now for the 

First Southen Controllers Conference 
CONTROLLERS INSTITUTE OF AMERICA 
Tlew Ouleans, January 235-24, 1948 
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Eastern Controllers’ Conference Now Being 
Planned for Atlantic City, April 4-6, 1948 


Detailed planning for the 1948 East- 
ern Regional Conference of Controllers, 
which will be held at the Hotel Claridge 
in Atlantic City on April 4-6, is already 
well advanced, according to recent an- 
nouncements by Mr. J. Norvelle Walker, 
General Chairman of the Conference. 
Mr. Walker, who is secretary-treasurer of 
Royal Oil & Gas Corporation, is imme- 
diate past president of the Philadelphia 
Control of the Controllers Institute, under 
whose auspices the 1948 Eastern Regional 
Conference will be presented. 

At a meeting in Philadelphia on De- 
cember 18, attended by Mr. Paul Haase 
who represented national headquarters of 
The Institute, various phases of the pro- 
gram plans, including subjects and speak- 
ers, were considered in addition to hotel 
arrangements, financial and budget mat- 
ters and the like. 

Present plans call for the Conference 
to open with a Sunday afternoon recep- 
tion, preceding the technical sessions on 
Monday morning and afternoon, as well 
as Tuesday morning. Special luncheons 
are scheduled for Monday and Tuesday, 
in addition to the Conference Banquet 
on Monday evening. The Conference will 
close following the Tuesday luncheon. 

Committee chairmen for the Confer- 
ence include: Program—Donald P. Jones, 
of Sun Oil Company; Arrangements— 
Holden V. Arnaiz, of Hutchinson, Rivi- 


nus & Co.; Finance—J. W. St. Clair, of 
Hajoca Corporation; Pwblicity—Harry 
Renner, Jr., of Philadelphia Transporta- 
tion Co., Reception—George A. Rankin, 
of Artloom Corporation; Speakers’ Hos- 
pitality—Thos. S. Lever, Jr., of Philadel- 
phia Gas Works Co.; Reg/stration—Harry 


Schonbrunn 





J. NORVELLE WALKER 
Eastern Conference Chairman 











PHILADELPHIA e 








Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO ° 





LOS ANGELES 











H. Pitts, of Temple University; Inter. 
Control Attendance—Frank E. Michel, of 
United Parcel Service of Pa., Inc. 

The executive committee includes, in 
addition to Mr. Walker and the commit. 
tee chairmen, Messrs. A. L. Fowler, of 
Day & Zimmerman, Inc., who is presi- 
dent of the Philadelphia Control, Edward 
L. Fortin, of Selas Corporation of Amer- 
ica, Charles H. Yardley, of Penn Mutual 
Life Insurance Co., and F. A. Greenwood, 
of Interstate Hosiery Mills, Inc. 


High Cost of Tax Evasion 


Tax evasion investigators, assisted by an 
informer, have turned up a construction 
laborer who, during four years of war 
work in an American territory, won over 
$200,000 from off-hour gambling, Secte- 
tary of the Treasury John W. Snyder te- 
ported recently. The man had paid taxes 
only on his regular wages, and the investi- 
gation resulted in assessment of $160,000 
of additional taxes, interest, and penalties 
against him. He also faces criminal prose- 
cution. 

The investigation began as the result of 
information furnished the Government by 
an informer. Congress annually appro- 
priates $100,000 for the payment of 
awards to such informers. The rewards 
are based on a percentage of the taxes, 
penalties, fines, and forfeitures collected 
as a result of the information, but may not 
exceed 10 per cent. of the amounts recov- 
ered. However, rewards are paid only 
upon the furnishing of specific informa- 
tion or evidence, not mere suspicions. 

A number of other large evasion cases 
from every part of the country reported 
to the Secretary by Joseph D. Nunan, Jr., 
Commissioner of Internal Revenue, in- 
clude: 

In a certain southern city, an Alcohol Tax 
agent was waiting in line at his bank to de- 
posit his regular paycheck. He recognized an 
insurance messenger who came into the bank 
to deposit a large amount of currency, includ- 
ing several $500 and $1,000 bills. This led to 
an income tax investigation of an automobile 
trailer manufacturer, and the assessment of 
$2,200,000 against the firm and several asso- 
ciated individuals. 

An eastern textile manufacturing concern and 
a group of individuals connected with it have 
been assessed $1,250,000 for failure to pay 
taxes on concealed sales during the war. — 

A midwestern beer distributor has been billed 
for $1,290,000 for taxes due on black market 
profits. 

A theater chain operating in the south was 
found to have evaded $650,000 of taxes by 
omitting from its tax returns all profits from 
the ice cream, pop corn and other concessions 
in the theaters. M 

An eastern man who posed as a “tax expert 
faces prosecution for preparing false refund 
claims for thousands of clients. One of the 
facts turned up in this investigation was that 
the man had tried to hide his connection with 
the returns by signing them with “disappearing 
ink.” 

A northern food and wine distributor, who 
juggled his books to evade taxes, has been as- 
sessed over $800,000. 





gi 
Cont 
meet 
Tue: 
natic 
Vice 
Pitts 
Clev 
thur 
the 
magi 
welc 
spon 
relat 
the 
tute 
mati 
Cont 
Pr 
meet 
teen 
ten f 
the € 
Glen 
jigs: 
mon 
| eae 
G. C 
Buff: 
TI 
meet 
trolle 
Divis 
of Bu 
chair 
serva 
imme 
Cont 
Th 
a pre 
cemb 
with 
Arthi 
Clayt 
issue 
foun 
whicl 
bers 
Mont 
vania 
Buffa 
Th 
has s 
cludi: 
York 
Ther 
Cana 
A 
for t 
of th 
Conts 
meml 
in Ce 
Past | 
office 


Inter. 
el, of 


S, in 
nmit- 
f, Of 
oresi- 
ward 


utual 
100d, 


yy an 
‘tion 
war 
over 
cre- 


axes 
esti- 
000 
Ities 


t of 
t by 


of 
ids 
Kes, 
ted 
not 





X%UM 


The Controller, January, 1948 


Buffalo and Syracuse Controls Mark Tenth 
Anniversaries With Special Observances 


The tenth anniversary of the Buffalo 
Control was celebrated with a dinner 
meeting at the Park Lane in that city on 
Tuesday evening, December 2, 1947. The 
national organization was represented by 
Vice President Walter H. Dupka, of 
Pittsburgh, Director Philip W. Scott, of 
Cleveland, and Managing Director Ar- 
thur R. Tucker. Presidents B. J. Bartz of 
the Rochester Control and R. L. Brum- 
mage of the Cleveland Control were also 
welcome guests. These gentlemen tre- 
sponded to introductions, and Mr. Tucker 
related some of the earlier experiences in 
the formation of the Controllers Insti- 
tute and more particularly as to the for- 
mation and early history of the Buffalo 
Control. 

Present at the December 2 Anniversary 
meeting were eleven of the original fif- 
teen members and all except one of the 
ten men who have served as president of 
the Control, namely: Messrs. Frank Davis, 
Glenn H. Crawford, George H. Hetley, 
A. H. Rumble, John H. Goodwin, Ray- 
mond J. Lowe, Howard E. Riordon, Wm. 
L. Clark, L. Clayton Vallier, and James 
G. Gibson. The current president of the 
Buffalo Control is Mr. Claude O. Rainey. 

The toastmaster of the December 2 
meeting was Mr. James G. Gibson, con- 
troller of the Chevrolet Motor & Axle 
Division, of General Motors Corporation, 
of Buffalo. Mr. Gibson, who served as the 
chairman of the Tenth Anniversary Ob- 
servance Committee of the Control is the 
immediate past president of the Buffalo 
Control. 

The Buffalo Control was started with 
a preliminary meeting at Buffalo, on De- 
cember 3, 1937, when Mr. Tucker met 
with four members, Messrs. Frank Davis, 
Arthur Batts, Albert H. Rumble, and L. 
Clayton Vallier. The charter was formally 
issued on December 31, 1937, and 1938 
found a nucleus of fifteen members, 
which has now grown to fifty-five. Mem- 
bers are located geographically from 
Montreal, Canada, to points in Pennsyl- 
vania one hundred and fifty miles west of 
Buffalo. 

The Control is unique in that it also 

has sponsored a Penn-York Division in- 
cluding thirteen members in western’ New 
York and northwestern Pennsylvania. 
There are also eight members bearing 
Canadian addresses. 
_A special printed program was issued 
for the anniversary showing the growth 
of the Control by years, the national and 
Control officers for 1937 and 1947, a 
membership roster of the Buffalo Control 
in Certificate Number order, a list of all 
past members, and a list of the Control 
officers by years. 


The December 16 meeting of the Syra- 
cuse Control of The Institute became the 
occasion for the celebration of the Con- 
trol’s Tenth Anniversary, at a special din- 
ner arranged in the Century Club. Among 
the speakers and guests were Mr. Duncan 
Van Cleef, who reviewed the history of 
the Control, and Mr. Paul Haase, manag- 
ing editor of THE CONTROLLER and as- 
sistant secretary of The Institute, who 
presented greetings on behalf of the na- 
tional organization. 

The charter of the Syracuse Control 
was granted by the National Board of 
Directors of The Institute on December 
30, 1937. On that same date, the charter 
of the Buffalo Control was likewise 
granted. The Syracuse members had held 
a preliminary meeting on December 1, 
1937, to consider plans for organization 
and to develop a petition for a Control 
charter. The first regular meeting of the 
Syracuse Control was held on January 27, 
1938, at which the following officers were 
elected: 

President—Mr. George K. Chrismer (de- 
ceased), Easy Washing Machine Corporation, 
of Syracuse; First Vice-President—Mtr. Morris 
Tracy, Niagara Hudson Power Corporation; 
Second Vice-President—Mr. Lester W. Field, 
The Lamson Company, Inc. (Mr. Field is now 
located in New York City with Willcox & 
Gibbs Sewing Machine Company); Secretar) 


and Treasurer—Mtr. Francis E. Doonan, Hall 
& McChesney, Inc. 
Directors chosen at the first meeting in- 


cluded Messrs. Humbert L. Balme, Oneida, 
Ltd., Oneida, New York; Duncan K. Van 
Cleef, L. C. Smith & Corona Typewriters, 


Inc.; and John A. Williams, Niagara Hudson 
Power Corporation. 

Charter members of the Syracuse Control, 
in addition to the officers and directors listed 
above were Messrs. Stephen B. Andrews (de- 
ceased), Goulds Pumps, Inc., of Seneca Falls, 
New York; Culver M. Lussier, Oswego Falls 
Corporation, of Fulton, New York; E. A. 
MacDonald, Savage Arms Corporation, of 
Utica, New York; Frank C. Odell, Brockway 
Motor Company, Inc., of Cortland, New York; 
and John R. Tuttle, Crouse-Hinds Company, of 
Syracuse. 

Following Mr. Chrismer, who served three 
terms as president of the Control, the follow- 
ing members have held the position of pres- 
ident: 

1940-1941—Mr. Duncan K. Van Cleef, L. 
C. Smith & Corona Typewriters, Inc., Syracuse, 

1941-1942—Mr. Hubert L. Balme, Oneida, 
Ltd., Oneida, New York. 

1942-1943—Mr. Culver M. Lussier, Oswego 
Falls Corporation, Fulton, New York. 

1943-1944—Mr. John A. Williams, Niag- 
ara Hudson Power Corporation, Syracuse, New 
York. 

1944-1945—Mr. Joseph W. Crosby, Will & 
Baumer Candle Co., Inc., Syracuse, New York. 

1945-1946—Mr. Arnold E. Woonton, New 
Process Gear Corporation, of Syracuse, New 
York. 

1946-1947—-Mr. Francis E. Doonan, Hall 
& McChesney, Inc., Syracuse, New York. 

1947-1948—Mr. Francis D. Weeks, Lamson 
Corporation, Syracuse, New York. 
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New Orleans Control 
Members Receive Special Report 
on Annual Meeting 


Impressions of the Sixteenth Annual 
Meeting of The Institute, which was held 
in Chicago, in mid-October, were recently 
released in a 5,000 word report to the 
members of the New Orleans Control of 
the Controllers Institute. The manuscript 
was prepared by a member of the Con- 
trol, Mr. J. E. Armbruster, of New Or- 
leans Public Service, Inc. His review cov- 
ered in considerable detail the proceed- 
ings at the various sessions, as well as at 
the Business Exhibit which was conducted 
in connection with the Annual Meeting. 
Copies of the report by Mr. Armbruster 
were received by the entire membership 
of the New Orleans Control. 
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MEETINGS OF CONTROLS 
ATLANTA CHATTANOOGA Dallas Country Club. Guest speaker for the 


Topic: INDIVIDUAL PROBLEMS 


A round table discussion of problems in 
each member’s particular business was held 
by the Atlanta Control on the occasion of its 
regular monthly meeting, which took place 
on November 25 at the Piedmont Hotel. 


BIRMINGHAM 
Topic: ALABAMA LEGISLATION 
“New Legislation in Alabama,’ a subject 
held over from the last meeting, headed the 
list of subjects under discussion by the Bir- 
mingham Control at the December 4 meeting, 
which took place at the Tutwiler Hotel. 


BOSTON 
Topic: INCOME TAX LAW 


For the December 10 meeting, the Boston 
Control joined with the Boston Chapter of 
the National Association of Cost Account- 
ants and the Massachusetts Society of Certi- 
fied Public Accountants, at the Boston City 
Club. Mr. Roswell Magill informed the joint 
group on current developments in respect to 
depreciation policy, proposals for relief from 
double taxation of corporate earnings, split- 
ting of family incomes and other changes in 
the income tax law. 

The November 18 regular monthly meet- 
ing of the Boston Control was held as a 
‘Presidents’ Night,” with presidents of sev- 
eral member companies in attendance, as 
special guests of the Control. Mr. James V. 
Toner, president of the Boston Edison Com- 
pany, addressed the meeting on “Deprecia- 
tion Accounting, a Review of Policies and 
Current Problems.” The meeting took place 
at the Algonquin Club. 


BRIDGEPORT 
Topic: ANNUAL REPORTS 


At the recent meeting of the Bridgeport 
Control on December 3, Mr. Weston Smith, 
vice president of “Financial World’ ex- 
hibited about one hundred of the best 1946 
annual reports. Following the technical part 
of the meeting, the members joined in in a 
pre-Christmas celebration. The meeting was 
held at the Stamford Yacht Club, Stamford. 


Topic: EMPLOYEE INFORMATION 
Dr. Robert O. Baker, of the University of 
Chattanooga, spoke on the subject of ‘What 
Employees Want to Know” and fellow Con- 
trol members Keith J. Harris, of Ross-Meehan 
Foundries; Edmund §. Chodd, of Dixie Mer- 
cerizing Company; and Shannon M. Gamble, 
of Standard-Coosa-Thatcher Company,  dis- 
cussed ““What Employees Should Know,” at 
the regular monthly meeting of the Chatta- 
nooga Control, on December 2, at the Read 
House. 


CINCINNATI 
Topic: FINANCIAL REPORTS 


The Alms Hotel was the scene of the De- 
cember 9 regular monthly meeting and din- 
ner of the Cincinnati Control. Mr. Carl M. 
DeBuck, comptroller of the Union Central 
Life Insurance Company, and a member of 
the Control, served as leader in the round 
table discussion of “Reports to Stockholders 
and Employees.” Also on the program was 
the showing of the prize winning color film 
“Operation °46,” which was produced by 
General Mills, Inc. 


CLEVELAND 
Topic: INVENTORY PROBLEMS 


The regular monthly meeting of the Cleve- 
land Control, which took place at the Cleve- 
land Athletic Club on December 9, was 
devoted to consideration of “Inventory Prob- 
lems Today and in the Future’, with a spe- 
cial address on the subject by Mr. Donald J. 
Erickson, resident partner, of Arthur Ander- 
sen & Co. 

The Cleveland Athletic Club was the scene 
of the November 12 regular monthly meet- 
ing of the Cleveland Control. Colonel F. 
Weaver Myers, a member of the law firm of 
Hamel, Park and Saunders, Washington, 
D. C. was guest speaker for the evening, and 
spoke on tax matters. The members of the 
Cleveland Tax Club were also present as 
guests of the Control. 


DALLAS 
Topic: TAFT-HARTLEY ACT 
The regular monthly meeting of the Dallas 
Control was held on November 25 at the 
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evening was Dr. Walter E. Boles, associate 
professor of economics of Southern Methodist 
University. Dr. Boles spoke on the “Taft. 
Hartley Act.” 


DETROIT 
Topic: PRIOR YEARS’ RECORDS 


The Detroit Control featured a_ round 
table discussion on statistics resulting from 
the questionnaires which were sent to the 
members relative to prior years’ records, at 
the Control’s regular monthly meeting on 
November 25. The meeting, which was con- 
ducted by A. F. Liska, of Burroughs Adding 
Machine Company, Detroit, and John E, 
Hearst, of S. S. Kresge Company, Detroit, 
took place at the Hotel Statler. 


DISTRICT OF COLUMBIA 
Topic: TAXES 
At the third regular meeting of the cur- 
rent season, held on November 25, at the 
Carlton Hotel, Mr. Randolph Paul, formerly 
general counsel of the treasury, gave an in- 
formal presentation in connection with taxes. 


HARTFORD 
DINNER AND ENTERTAINMENT 
An evening of entertainment was pre- 
sented by the Hartford Control at its regular 
monthly meeting and dinner on December 4, 
at the Wood Shed Inn, Farmington, Con- 
necticut. 


INDIANAPOLIS 
Topic: CONTROLLER’S DEPARTMENT 


Mr. John R. Sanderlin, treasurer of Brown- 
Forman Distiller Corporation, Louisville, 
Kentucky, was sponsored as the guest speaker 
for the November 20 meeting of the Indi- 
anapolis Control, by the Louisville Control, 
of which he is a director, on the newly in- 
novated ‘“‘exchange’’ basis between the two 
Controls. Mr. R. L. Showalter, divisional 
comptroller of Delco Radio Division, Gen- 
eral Motors Corporation, Kokomo, Indiana, 
was the representative member speaker for 
the Indianapolis Control. The meeting, which 
took place at the Lincoln Hotel, was devoted 
to the discussion of “Organization and Ad- 
ministration of the Controller's Department 
and Its Relation to Other Departments.” 


KANSAS CITY 
Topic: SECTION 102 


Mr. D. M. Gamet, tax manager of Arthur 
Andersen & Co., Kansas City, Missouri, was 
guest speaker of the meeting of the Kansas 
City Control, on November 10, which took 
place at the Bellerive Hotel. Mr. Gamet's 
talk dealt with Section 102 of the Revenue 
Act and was entitled ‘Undistributed In- 
come.” 


LOS ANGELES 
Topic: PROPERTY TAX PROBLEMS 
Mr. J. C. Bennett, of Lockheed Aircraft 
Corporation, delivered a talk on ‘Property 
Tax Problems” to the members of the Los 
Angeles Control on November 20, at the 
Ambassador Hotel. 
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LOUISVILLE 
Topic: FINANCIAL STATEMENTS 
Mr. Wallace Davis who has taught classes 
at the University of Louisiana on “Interpre- 
tation of Financial Statements”, in addition 
to his daily analysis of statements, submitted 
to his Louisville bank, discussed “Financial 
Statements and their Interpretation from a 
Bank’s Viewpoint’ at the November 26 din- 
ner meeting of the Louisville Control, at the 
Kentucky Hotel. 


NEW ORLEANS 

Topic: PLANS FOR SOUTHERN CON- 

FERENCE 

The November 18 and December 9 meetings 
of the New Orleans Control were devoted to 
plans for the Southern Conference of Control- 
lers to be held in New Orleans on January 
23-24, 1948. Mr. Paul Haase, assistant secretary 
of national headquarters of The Institute and 
managing editor of “The Controller’ was 
present for the November meeting to counsel 
with the various conference committees. 


NEW YORK CITY 
Topic: INCOME TAX PROBLEMS 
Two outstanding income tax problems of 
special interest to financial managers of busi- 
ness corporations were discussed at the regu- 
lar monthly meeting of the New York City 
Control, held on Thursday evening, Decem- 
ber 11, in the Hotel New Yorker. Mr. James 
K. Kolk, New York attorney, spoke on “Ac- 
celerated Depreciation,” and William A. Suth- 
erland of Washington, also an attorney, de- 
voted his talk to “The Surtax on Improperly 
Accumulated Surplus—Section 102.” 


PITTSBURGH 
Topic: COAL SITUATION 
The Pittsburgh Control met on November 
17, at the Duquesne Club. Two guest speak- 
ers were present on the occasion to speak on 
‘The Current and Prospective Coal Situa- 
tion.” Mr. G. A. Lamb, manager of business 
surveys, Pittsburgh Consolidation Coal Com- 
pany, discussed “Coal Trends” and Mr. C. J. 
Potter, vice president, in charge of opera- 
tions, Rochester and Pittsburgh Coal Com- 
pany, spoke on “The Foreign Coal Prob- 
lem.” 


PORTLAND 
Topic: LABOR LEGISLATION 


The Portland Control held its regular 
monthly meeting and dinner at the Old Heath- 
man Hotel, on November 21. Mr. Kelley Loe, 
counsel in public relations, Oregon State 
Federation of Labor, gave a brief review of 
labor legislation and court decisions affect- 
ing labor relations leading to the Taft-Hartley 
Act. 


ROCHESTER 

Topic: DEPRECIATION ACCOUNTING 

The subject of the November 26 regular 
monthly meeting and dinner of the Roches- 
ter Control was “Depreciation Accounting 
in Relation to Current Replacement Cost of 
Fixed Assets.” Mr. Robert N. Peck, C. P. A. 
and comptroller & Treasurer, Tobin Packing 
Co., Inc., Rochester, led his fellow members 
of the Control in the discussion of this topic. 
The meeting took place at the Sheraton 
Hotel. 


ST. LOUIS 

Topic: INFLATED PROPERTY VAL- 
UES 

The members of the St. Louis Control 

convened for their regular monthly meeting 
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on November 25 at the Hotel Statler. Three 
members of the Control led a panel discus- 
sion on the subject of “Inflated Property 
Values—Their Effect on Depreciation Re- 
serves and Insurance Coverages.” Mr. Alvin 
H. Schettler of Union Electric Company of 
Missouri, discussed the subject from the 
public utility standpoint; Mr. Daniel M. 
Sheehan, of Monsanto Chemical Company, 
from the chemical industry standpoint; and 
Mr. Edwin Kalbfleish, of Anheuser-Busch, 
Inc., from the brewery industry standpoint. 

On October 28 the members of the St. Louis 
Control held their regular monthly meeting at 
the Hotel Statler. The Taft-Hartley act was dis- 
cussed by Mr. Walter L. Roos, member of the 
firm of Cobbs, Logan, Roos & Armstrong, at- 
torneys and counselors, of St. Louis. 


SAN FRANCISCO 
GUEST SPEAKER 


Colonel Alexander R. Heron, vice-presi- 
dent of Crown Zellerbach Corporation, in 
charge of industrial and public relations, 
spoke before the San Francisco Control on 
November 20, at the St. Francis Hotel. Colo- 
nel Heron’s talk was a sequel to a former 
message which he delivered in 1943 to the 
Control, when he was director of reconstruc- 
tion and reemployment, in charge of the 
postwar planning program for the state of 
California. 


SPRINGFIELD 
Topic: SALARY EVALUATION 


The regular monthly meeting of the 
Springfield Control was held on December 
9, in the Sheraton Hotel. The speaker for 
the evening was Mr. Carl H. Swenson of the 
Industrial Relations Department of the 
Standard Oil Company of New Jersey. Mr. 
Swenson led a panel discussion on the sub- 
ject “Office Job Classification and Salary 
Evaluation.” 

“The Foreman’s Place in Labor Relations” 
was discussed by Mr. Thomas A. Knowlton 
of the National Foremen’s Institute, Inc., at 
the November 18 meeting of the Springfield 
Control, which took place at the Sheraton 
Hotel. 


TOLEDO 


Topic: WAGE AND HOUR LEGISLA- 
TION 


The program of the December 11 meeting 
of the Toledo Control consisted of recom- 
mended changes in wage and hour legisla- 
tion with particular reference to the ‘‘Fair 
Labor Standards Act’ made in a presentation 
by Mr. Stacey R. Black, assistant to the vice 
president in charge of personnel, Thompson 
Products, Inc., Cleveland, Ohio. The meet- 
ing was held at the Hillcrest Hotel. 

On November 13 the Toledo Control held 
its regular monthly meeting at.the Hillcrest 
Hotel. Mr. James B. Fenner, of Electric Auto- 
Lite Company, Toledo and a director of the 
Control, informed the group on current de- 
velopments pertaining to “Inventory Valua- 
tion.”” An open discussion on the subject and 
a review of the recent Annual Meeting of The 
Institute in Chicago then followed. 


TWIN CITIES 
AMUSEMENT NIGHT 


The Twin Cities Control featured at its 
December 3 regular monthly meeting a visit 
to the offices of the Minnesota Amusement 
Company for the Control's annual preview of 
a new picture by Charles W. Perrine, treas- 
urer and controller of the company, and a 
member of the Control. Prior to dinner and 
the visit, the group met at the Minneapolis 
Athletic Club. 
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WESTERN MICHIGAN 
Topic: FEEDING AMERICA 
The monthly meeting of the Western 
Michigan Control was held on November 5 
at the Gerber Products Company, Fremont, 
Michigan. Following a trip through the plant 
and a tour of the office, Mr. Frank Gerber, 
chairman of the Gerber Board of Directors, 
spoke to the Control on “Feeding America,” 
and Mr. Dan Gerber, president of the com- 
pany, addressed the group on “Feeding 
America’s Babies.” 


Holiday Programs Feature Local 
Control Meetings 


A number of local Controls of The 
Institute devoted the programs for their 
meetings in December to entertainment 
features appropriate to the holiday sea- 
son. In addition to Hartford and Twin 
Cities Controls, already reported, the 
Atlanta, Dallas, Pittsburgh, and San Fran- 
cisco Controls likewise developed their 
programs around Christmas and New 
Year features. 

Pe * * 


The first railroad in the United States 
was opened in 1830, reports a Twentieth 
Century Fund survey. By 1890 the net 
capitalization of the railroads of the coun- 
try amounted to $7.5 billion, while 40 
years later it was two and a half times as 


large. 





Orisinai DHNER 





“THE MACHINE TO COUNT ON” 





THIS 
dependable 
calculator 


. cuts calculating and accounting 
costs for thousands of users all over 
the world—in the office, at home, in 
the laboratory and in the field. 


Faster and lower priced than any 
comparable unit. Unexcelled for sturdy 
construction. 


Price: $140.00 and up 


Now available 


SEND FOR BULLETIN LP-113 


IVAN SORVALL 


210 Fifth Ave., New York 10, N. Y. 
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NEW MEMBERS ELECTED | 








At a meeting of the National Board of 
Directors held December 8, 1947, the appli- 
cants named below were elected to active 
membership in The Institute: 


EpGAR F. ARBOUR 
Mayer Israel & Company, Inc., New Or- 
leans, Louisiana. 
G. S. BORDEN 
Crosby Chemicals, Inc., 
ana. 
BELFORD G. BROWN 
The San Francisco Bank, San Francisco. 
BEN R. COLLINS 
Longhorn Portland Cement Company, San 
Antonio, Texas. 
JOHN ORVILLE CREVIERE 
Motor Power Equipment Company, St. Paul, 
Minnesota. 
JOHN J. DarBy 
P. Lorillard Company, New York City. 
WALTER E. DAVERIN 
Rising Paper Company, Housatonic, Massa- 
chusetts. 
HEnryY P. DOLAN 
Wright Aeronautical 
Ridge, New Jersey. 


DeRidder, 


Louisi- 


Corporation, Wood- 


N 


Sends 
WW |G 


WHO Tqunselot 


TO THE 





A National Registration 
Headquarters for the 
Highest Grade Accounting 
Personnel tn America 

Mr. EMPLOYER: Are We 


: 2 
Now Serving You? GORDEN N. SELBY, Executive Director 


ACCOUNTANTS EXCHANGE 


Suite 2008, Chicago Real Estate Board Building 
105 West Madison CHICAGO 2, ILL. 


HaroLpD L. GEBIKE 
Electro Refractories & Alloys Corporation, 
Buffalo. 


JoHN W. GLADSON 
Standard Oil Company of New Jersey, New 
York City. 

CHARLES W. Guy 
General Gas Corporation, 
Louisiana 

JOHN A. HAnpy, Jr. 
Deering, Milliken & Company, Inc., New 
York City. 

Howarp L. Letts 
Radio Corporation of America, RCA Victor 
Division, Camden, New Jersey. 

GEorRGE N. LILYGREN 
Carrier Corporation, Syracuse, New York. 

Guy M. McMILLAN 
Marsman Investments, Ltd., San Francisco. 


IRVING MARCUSE 
General Builders Supply Corporation, New 
York City. 
WILLIAM A. MARSHALL 
The Toledo Edison Company, Toledo, Ohio. 
JosEPH V. Miccio 
Aircooled Motors, Inc., Syracuse, New York. 
LOGAN MONROE 
Eaton Manufacturing Company, Cleveland. 
E_uis M. Moore 
First Industrial Corporation, West Roxbury, 
Massachusetts. 
THOMAS W. PARHAM 
Empire Productions, Inc., Hollywood, Cali- 
fornia. 


Baton Rouge, 





APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH ST. ATLANTA 
prresurcn, NEWYORK  oernorr 











Dwight W. Sleeper* 


Chief Consultant 





Tothe Prudent Insurance Buyer 


who wants dependable advice based on careful 
fact-finding, and widely-experienced guidance, 
in all branches except Life— 


Completely divorced from Insurance selling 


We offer our services on a modest 
annual fixed fee basis 


INSURANCE BUYERS’ COUNCIL 


*Licensed to practise as Insurance Consultant 


4 Liberty Square 
Boston 9, Mass. 














ROBERT RASMUSSEN 
Doehler-Jarvis Corporation, 
York. 

Harotp F. Ray 
Great American Industries, Inc., New York 
City. 

JOHN M. ROBINSON 
The DeVilbiss Company, Toledo, Ohio. 

Frep H. RUFF 
Jessop Steel Company, Washington, Penn. 
sylvania. 

Haro_p H. SCHACHT 
The Central Foundry Company, New York 
City. 

Otto E. SCHERER 
Associated Baby Services, Inc., New York 
City. 

PAUL B. SCHUECKING 
Scott Radio Laboratories, Inc., Chicago. 

STANLEY W. SMITH 
K. Arakelian, Inc., Madera, California. 

CHARLES S. STRICKLER 
C. Schmidt & Sons, Inc., Philadelphia. 

EarL R. UHLIG 
The Glenn L. Martin Company, Baltimore, 
Maryland. 

A. A. VOGEL 
Radio Corporation of America, RCA Victor 
Division, Camden, New Jersey. 

FRANK E. WENTWORTH 
Ward Baking Company, New York City. 

JosEPH B. WHARTON, JR. 


Batavia, 


New 


Noma Electric Corporation, New York 
City. 

BERNARD J. WHITBREAD 

Onondaga Pottery Company, Syracuse, 


New York. 

IMMER B. WHITEMAN, JR. 
Woodward, Wight and Company, Ltd., New 
Orleans, Louisiana. 





Election of the 36 new 
| members named above 
_ brings the membership 

of ‘The Institute to 
3,022 











High State Taxes Favored 
During Prosperity 


New York State Comptroller Frank C. 
Moore favors keeping taxes high during 
prosperous times and piling up a surplus 
for use in lean periods. Mr. Moore, a po- 
tential candidate for the 1950 Republican 
gubernatorial nomination, expressed this 
viewpoint before the New York State 
County Officers Assn. at its annual sum- 
mer conference. 

“When times are good, keep tax in- 
come up,” Mr. Moore advised the local 
officers. “When times are tough, lower 
them.” 

The Comptroller joined Charles D. 
Breitel, counsel to Governor Dewey, and 
Alger B. Chapman, president of the State 
Tax Commission, in defending the state 
administration’s frequently criticized 1947 
law permitting municipalities to levy so- 
called nuisance taxes to supplement real 
estate taxes. 
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